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NATIONAL POLICY AND ISSUES 


ECONOMIST EXPLAINS FINANCIAL DEFICITS 
HK250818 Shanghai SHIJIE JINGJI DAOBAO in Chinese No 55, 19 Oct 81 p 6 


[Reply to reader's letter: "The Essential Differences Between Financial Deficits 
and Methods of Solving Them in China and in the Capitalist Countries"] 


[Text] Ni Jingdong, a reader in the main factory of the Baoshan Iron and Steel 
Company asks: What are the essential differences between financial deficits and 
the methods of solving them in the capitalist countries? The amounts, in absolute 
terms, of the finanical deficits in Western capitalist countries are much larger 
than those in our country, while ict seems that their economic situation is not as 
harsh as ours. Why is this? 


We referred this question to Yuan Enzhen of the Institute of Financial Science under 
the Ministry of Finance and of the Economic Institute under the Shanghai Academy of 
Social Sciences, whose reply is as follows: 


The basic concept of a financial deficit remains the same, regardless of what so- 
ciety we are talking about. However, when it comes to the cause of a financial 
deficit, this will vary greatly from one social system to another. In a capitalist 
soicety, financial deficits have their roots in the anarchical state of production 
and the frequent economic crises. Therefore, their existence is inevitable. A 
planned economy is a characteristic of socialist societies, and thus, the existence, 
in a soctalist society, of financial deficits is not inevitable. 


The financial deficits that our country have suffered from in recent years were the 
result of serious miscalculations in planning caused by "leftist" errors and were 
reflections, in state finances, of serious disproportions within the national economy. 


Financial deficits in capitalist countries are both inevitable and also a means by 
which capitalists reconcile contradictions and ward off crises. They also form an 
important part of Keynesian economic theory. America has, since the time of Presi- 
dent Roosevelt, been implementing long-term deficit financing in order to stimulate 
production and consumption, and economic recovery and development through increases 
in government expenditure. In the 35 years since the end of World War II, America 
has had 27 deficit budgets. Among the other capitalist countries, quiie a few are 
also, at present, implementing deficit financing. Although deficit budyzets do go 
some way toward alleviating capitalist economic contradictions and crises, they 
rely on the issuing of money which in turn causes monetary inflation and price 
rises, causing the broad laboring masses to suffer. 














Can socialist countries rely on deficit budgets to "stimulate" the economy? Of 
course not. First, even in capitalist countries, deficit budgets sre a last resort. 
Second, deficit budgets result in monetary inflation and price rises. Obviously, 
socialist countries can never adopt this financial policy as it harms the interests 
of the broad masses. Third, if deficit budgets are incapable of having 4 definite 
alleviating +ffect on contradictions and crises even in capitalist countries, they 
will. in sovialist China, merely bring about a further increase in disproportions. 
This is because, in capitalist societies, overproduction is a characteristic of dis- 
proportions and crises and deficit budgets and increases in expenditure are favor- 
able to the elimination of overproduction. Disproportions in our country manifest 
themselves largely in underproduction, so that the purchasing power of our society 
exceeds the amount of commodities in supply, and thus a financial deficit will only 
further sharpen the contradictions. 


Generally speaking, financial deficits should not appear in a socialist society and 
deficit budgets are even more out of place. Even in the case of the financial <e- 
ficits that occurred a few years ago, all we could do was reduce capital construction, 
readjust proportions, cut down expenses and develop production iz an effort to 

balance revenue and expenditure. This is what we are doing toiday and, moreover, we 
have been extremely successful. Financial balance is a major prerequisi.e for the 
healthy development of the socialist economy. 


CSO: 4006/138 








FINANCE AND BANKINC 


HEILONGJIANG FINANCE DIRECTOR INTERVIEWED 
SK120835 Harbin Heilongjiang Provincial Service in Mandarin 2200 GMT 11 Nov $1 


[Excerpt] According to Heilongjiang Ribao, fostering a comprehensive financial 
ideology and correctly m aging and utilizing funds not covered by the budget is a 
key link in enlivening finance work. This was noted by Comrade (Zhang Luopu), 
director of the Provincial Finance Department, to our reporter while discussing ways 
to earn, save and use money. After he analyzed our province's economic work and 
revenue and expenditures in the first 10 months of 1981, he said to our reporters: 
Owing to the reform of the economic management system and the financial system, the 
relaticnship of financial distributions has changed. Now the wealth of society, 
localities and the masses has increased, but state finances are still in a difficult 
situation. This new situation has created a favorable condition for developing 
financial work. However, ts keep abreast of this new situation, financial depart- 
ments should eliminate a simplistic point of view and establish a comprehensive 
ideology which will increase society's wealth. All the money of the central author- 
ities, localities, departments and enterprises belongs to the state. The only dif- 
ference is which unit these funds belong to while they are budgeted. It is a good 
thing that departments and enterprises have much money. This shows that the wealth 
of society as a whole has increased, and economic work has enlivened. This is a 
favorable condition in developing financial work. 


However, in distributing this increased wealth, the state should get a larger share 

than departments and enterprises, and enterprises should get more than individuals. 

it is necessary to uphold the principle of providing advantages to the state, enter- 
prises and individuals while giving most to the state. 


He said: In developing financial work, we must abide by the general goal of enliven- 
ing the economy and promoting production. As we solve financial difficulties, the 
focus must be on promoting production. We should never rashly change our policies. 
We should not return to the old path. Increasing production and economizing will 
build wealth. We should promote production and raise economic results. Our pro- 
vince's industrial output value and the utilization of funds are lower than in other 
provinces and municipalities. In expanding our prodution, priority should be given 
to tapping our potential and converting to intensive management. Financial depart- 
ments should concentrate on tapping the potential of existing enterprises and raising 
economic results to increase production through tapping potential, renovation and 
reform and increase incomes through better economic measures. 








Now that the wealth of departments and enterprises has increased, their funds have 
scattered and state revenue has not increased accordingly, how can we ensure the 
development of the national economy? Comrade (Zhang Luopu) commented on provincial 
funds not covered by the budget. He said: Funds not covered by the budget account 
for twice as much money as funds within the budget and will be increased gradually. 

We should raise construction funds from money outside the budget, rationally manage 
and scientifically utilize funds not covered by the budget and bring the funds of 
departments and enterprises into line with the state plan to ease the financial pinch. 
This is an urgent and important task in developing our financial work under the new 
situation. 


CSO: 4006/126 








FINANCE AND BANKING 


HIGHER SAVINGS DEPOSITS REPORTED IN SHANDONG CITIES, TOWNS 
Jinan. DAZHONG RISAO in Chinese ! Oct 81 p 2 


[Article by Wang Jincheng [3769 6651 6135] and Wang Xiuying [3769 4423 5391]: “Sav- 
ings Deposits in Cities and Towns of Our Province Increased by a Wide Margtn--Savixugs 
Deposits in Citivs Increased by 730 Million Yuan Since Third Plenary Session, With 
Higher Growth Rate Than in Previous 29 Years") 


[Text] Since the Third Plenary Session of the llth CCP Central Committee, savings 
deposits in the cities and towns of our province have increased by a wide margin. 
in the two years and 10 months from 1979 to the middle of September this year, the 
total balance of savings deposits in these cities and towns increased by more than 
730 million yuan. The rate of growth during this period exceeded that of the pre- 
vious 29 years, from 1949 to 1978. Even within this year, the balance has been in- 
creased by 249 million yuan. By now, the total amount of savings deposits has 
reached 1.4 billion yuan. The state's savings deposits plan for this province was 
fulfilled 390 days ahead of schedule. 


The large-scale increase in savings deposits shows the fairly great improvement of 
people's living conditions. Since the Third Plenary Session, the state has 

acupted a series of measures—such as readjustment of wages for some workers and 

the system ofrewards for enterprises and workers-—to develop production and improve 
pe »ple's livelihood. The workers’ income hae continued to increase and their living 
conditions have continued to improve. This has served as a material foundation for 
the growth of people's savings deposits. By now, each worker has an average annual 
income of 275 yuan, or 134 yuan more than in 1978. 


The large-scale increase in savings deposits also reflects the high prestige en- 
joyed by the Renminbi. The implementation of the policy of economic readjustment 
by enterprises has resulted in a vigorous development in the production of consumer 
goods of daily use and the increase of commodities in short supply. It has also 
helped in the large-scale withdrawal of currency, leaving a little more than enough 
for circulation. With the stability of commodity prices and peace of mind, many 
people have deposited their money in the bank. At present, the total amcunt of 
savings deposits in cities and towns accounts for one-fourth of the sources of 
funds for the People's Bank, and has become an important monetary force in support 
of production and construction. 


$411 
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FINANCE AND BANKING 


BRIEFS 


TIANJIN SAVING DEPOSITS--In the first 10 months, of this year, the Tiarjin urban 
people's saving deposits reached over 818.8 million yuan and registered an increase 
of over 128 million yuan. Per household ceposit was 940 yuan. According tc statis- 
tics compiled by the Municipal Agricultura’ Bank at the end of October, peasants’ 
saving deposits at various credit cooperatives reached 130,035,000 yuan. Their 
deposits during this period surpassed the figure of the corresponding 1980 period 
by over 45,944,000 yuan, cr 55 percent. The deposit per rural household was 61.14 
yuan. a 57.22 yuan increase over the corresponding 1980 period. [SK102253 Tianjin 
City Serivce in Mandarin 0030 GMT 10 Nov 81] 


HUNAN FINANCIAL CIRCULAR--The Hunan Provincial Financial Bureau recently issued a 
circular demanding that financial and taxation bureaus in various prefectures and 
counties continue to check tax evasion and enforce financial discipline. The cir- 
cular demanded that the following tasks be carried out: 1) sum up experience 

gained in launching previous inspections; 2) grasp the checking of key enterprises 
and deal with old and severe problems; 3) simultaneously grasp storage work and tax- 
ation work; 4) strictly control all kinds of expenditure and forbid indiscriminate 
distribution of bonuses. In conclusion, the circular demanded that leaders at all 
levels take the lead in checking tax evasion and economizing on expenses in order to 
do a good job in accomplishing the financial tasks. [Changsha Hunan Provincial 
Service in Mandarin 1100 GMT 5 Nov 81 HK] 


NEL MONGGOL TAXES--By mid October, Nei Monggol region had collected 480 riillion yuan 
of industrial and commercial taxes, 84.32 percent of the annual plan--an increase of 
6.87 percent over that of the corresponding 1980 period. Based on an investigation 
conducted between May and September, 34 million yuan of taxes has been evaded, and 
18.53 miilion yuan has been collected. Taxes collected from light and textile de- 
partments amounted to 116 million yuan this year, 23.65 million yuan more than in the 
corresponding 1980 period. [SK301144 Hohhot Nei Monggol Regional Service in Man- 
darin 1100 GMT 29 Oct 81) 








NNAN PROVINCIAL REVENUE--From January to September this year, Yunnan Province ful- 
(illed 87.5 percent of its quota for revenue for this year. The amount of revenue 
in this period was 16.5 percent more than in the corresponding period of last year. 
even prefectures and autonomous prefectures, including Yuxi, Chuxiong, Zhaotong, 
Baoshan, Dehong, Nujiang and Degen, fulfilled or overfulfilled their quotas for 
revenue for this year 3 months ahead of schedule. [Kunming Yunnan Provincial Service 
in Mandarin 1100 GMT 15 Oct 81 HK] 


UIZHOU INDUSTRIAL, COMMERCIAL TAXES--From January to the end of September, Guizhou 
‘rovincial fulfilled 80.95 percent of the quotas for industrial and commercial taxes 
for this year, and the amount of taxes was 9.5/7 percent more than in the correspond- 
ing period of last year. In the province, Qiandongnan autonomous prefecture and 18 
unties, including Jinping, Huangping, Congjiang, Jianhe, Rongjiang, Leishan, 

Leishan, ltaijiang, Fuquan, Guiding, Libo, Kaiyang, Xifeng, Xiuwen, Meitan, Jinsha, 
Bijie, Olanxi and Puan, and 150 revenue offices an) groups overfulfilled the quotas 
for industrial and commercial taxes for this year. [HK260803 Cuiyang Guizhou Pro- 
vincial Service in Mandarin 2315 GMT 8 Oct 81] 


CUANGDONG REVENUE--From January to September this year, Guangdong Province fulfilled 
80.06 percent of its revenue quota for this year. Its revenue was 13.33 percent 
higher than in the corresponding period last year which was an increase of 264.5 
million yuan. By the end of September, Shenzhen, Zhuhai, Huidong, Nanxiong, Lianshan 
ind 74 reverue departments had fulfilled their revenue quotas for this year ahead of 
echedule. Tye income from tax levied on sugar was 28.22 million yuan and that from 
tax levied on cigarettes was 11.8 million yuan more than in the same period of last 
year. [\.%041527 Guangzhou Guang.cong Provincial Service in Mandarin 2330 GMT 25 Oct 


81) 
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MINERAL RESOURCES 


BRIEFS 


HEITLONGJLANG GOLD OUTPUT--The Heihe Gold Mining Administrative Bureau, Heilongjiang 
Province, has overfulfilled its annual gold production plan. By 16 November, the 
bureau surpassed its annual plan by 227 liang. [Harbin Heilongjiang Provincial 
Service in Mandarin 1100 GMT 16 Nov 81 SK] 


SHANDONG GOLD PRODUCTION--Gold production has developed steadily in Zhaoyuan County, 
Shandong Province. In the first 9 months of this year, the county produced 49,600 
liang of gold, an increase of 2 percent over the corresponding 1980 period, and gained 
4.769 million yuan of profits, an increase of 41.9 percent over the corresponding 

1980 period. [Jinan Shandong Provincial Service in Mandarin 2300 GMT 22 Oct 81 SK] 





RARE EARTH RESERVES--Beijing, 16 Nov (XINHUA)--China has 36 million tons of indus- 
trially workable rare earth reserves, ranking first of all countries in the world, 
according to a national conference on wider application of rare earths now being 
held in the Chinese capital. The reserves are calculated in terms of rare earth 
oxides. Minerals containing all the 17 kinds of known rare earth elements have been 
located in China, in 19 provinces and regions, including Nei Monggol, Jiangxi, 
Guangdong and Hunan. The content of europium oxide and samarium oxide found in Ores 
in Baiyunebo near Baotou City in Nei Monggol proves to be fairly high. The content 
of yttrium oxide found in rare earth oxides in Jiangxi Province is as high as 50 to 
60 percent. China's annual production capacity of rare earths ranks second in the 
world, next only to that of the United States. The exports of rare earth products 
this year are expected to be 50 times that of 1978. Key rare earth extraction and 
smelting enterprises set up in China include the Baotou Iron and Steel Company, the 
Shanghai Yaolong Chemical Plant and the No 1 Smelting Plant of Gansu Province. 
(Beijing XINHUA in English 1251 GMT 16 Nov 81 OW] 


CSO: 4020/30 








INDUSTRY 


COUNTRY REPORTED PRODUCING MORE, BETTER PHARMACEUTICALS 
OW191125 Beijing XINHUA Domestic Service in Chinese 0735 GMT 19 Nov 81 


[Excerpts] Beijing, 19 Nov (XINHUA)--XINHUA reporters learned from the national 
discussion meeting of pharmaceutical administration directors that the chaotic 
situation in pharmaceutica’' production caused by the 10 calamitous years has basi- 
cally altered. The total . ‘put value of the cowntry's pharmaceutical industry from 
January through October this year increased by 12.3 percent over the same period 
last year; total sales of traditional Chinese and Western medicines and medical 
apparatus and instruments increased by 7.4 percent over the same period; and the 
composition of pharmaceutical commodities in stock has been rationalized. 


Since the State Council issued the "Decision on Strengthening Pharmaceutical Admin- 
istration," the people's governments of Shanxi, Sichuan, Ningxia, Nei Monggol, Henan, 
Liaoning, Guangxi, Yunna, Jiangxi, Hunan, Gansu and Anhui provinces and autonomous 
regions have issued special circulars, and other provinces, municipalities and 
autonomous regions have also done a lot of work in implementing the "Decision," 
working out relevant regulations or adopting various specific plans and measures. 


In accordance with the guidelines of the "Decision," localities have reorganized 
pharmaceutical enterprises; 447 below-standard pharmaceutical plants have been closed 
down, have ceased production, been integrated with other enterprises or converted 

to producing other products; and a number of illegal units producing and selling 
false or inferior medicines have been tracked down. 


To guarantee and upgrade product quality, localities have, in accordance wih the 
demands of the “Decision,” initially improved quality control organizations at 
various levels, established testing and inspection systems and product quality stan- 
dards and given comprehensive quality control training to more than 200,000 workers 
and staff members. As a result, the quality of pharmaceutical products is being 
gradually upgraded. 


CSO: 4006/132 








INDUSTRY 


READJUSTING, RESTRUCTURING OF MACHINE-BUILDING INDUSTRY VIEWED 


HK231525 Beijing JINGJI YANJIU [ECONOMIC RESEARCH] in Chinese No 10, 20 Oct 81 pp 
22-27, 61 


[Article by Fan Muhan [5400 1970 7281]: "A Discussion on the Present Task of Read- 
justing and Restructuring the Machine-Building Industry"] 


[Text] The machine-building industry is one of the focal points for readjustment 
of the national economy. It supplies technological production equipment, means 

of consumption and instruments for scientific research for economic development and 
people's livelihood. It also accounts for quite a large portion of the capital 
construction investments. Consequently, the readjustment of the machine-building 
industry constitutes an important link in the implementation of the readjustment of 
the national economy as a whole. The results of each readjustment will have a not- 
able impact on the readjustment of the national economy as a who e. 


The task of readjustment of the machine-building industry is determined by the task 
of readjustment of the national economy. Generally speaking, during the period of 
national economic readjustment the machine-building industry undergoes readjustment 
in three aspects. 


First, Readjustment of the Service Orientation of the Machine-Building Industry 


First of all, it is very obvious that the most conspicuous change in national eco- 
nomic planning during the period of readjustment is the adjusting of the proportions 
of consumption and accumulation, the proportion of accumulation being reduced to 
less than 30 percent of the national income. As a consequence of this change in 
proportions, the scale of capital construction has been curtailed, and investment 

in such construction has been reduced to about 30 billion yuan. At the same time, 
defense and administrative expenses have been cut, as has the purchasing power of 
the institutions experiencing cuts. This has had a direct impact on the product 
make-up of the machine-building industry, which needs readjustment correspondingly, 
because the need for its products for expanded reproduction and military equipment 
has been reduced, with about half of its existing capacity left idle. On the other 
hand, as prices of farm products have been raised, which in turn increases the 

wages and the cost of living subsidies and greatly enhances purchasing power, the 
markets have suffered from shortages. For this reason, it has become an important 
task to mobilize and divert the production capacity of the machine-building industry 
to the market economy by producing more daily-use electrical and mechanical products. 


10 











Of comse, it should be said that the production of daily-use eiectrical and mechani- 
cal products is a part of the machinery industry. However, due to the fact that the 
machinery industry was regarded in the past simply as an industry for the production 
of the means of production alone, supplying technological production equipment to 

the various sectors of the national economy, the task of producing the means of 
consumption has been excluded from this industry. Consequently, the production of 
daily-use electrical and mechanical products has been left to the light industry 
sector. This has led to the setting up of special factories by the light industry 
sector for the production of these products, which could have been produced by the 
numerous enterprises of the machinery industry. This is the reason why the growth 
rate of this part of the consumer goods sector~ has been so greatly retarded, giving 
rise to the shortage of supplies in the markets over the years. Our people's repub- 
lic was founded 30 years ago, and yet a peasant or a city worker (either a factory or 
an office worker) has to produce a coupon to buy a bicycle. This is a good indication 
of the extent of the shortages. Therefore, the orientation of the machinery industry 
should be readjusted so that it will undertake the task of producing daily-use 
electrical and mechanical products and restore one of its original functions. 


The second thing to do is to expand exports and open up markets abroad. Over the 
past 30 years, the machine-building industry has generally been providing services 
to the domestic market. We did have some foreign aid programs as well as a certain 
amount of machinery exports, but these constituted only about 2 percent wf the total 
value of our exports. This percentage is of course far too low. In the long 

run, in order to realize modernization we must increase our exports by degrees. In 
this way, advanced technologies and the needed raw materials and implements can be 
imported with the foreign exchange earned. Relying simply on exporting agricultural 
products, agricultural household sideline products, mineral and handicraft articles 
will not be sufficient. The proportion of machinery products in exports must also 
be increased. This constitutes a formidable and strategic task for the machine- 
building industry of our country, namely the necessity for increasing exports and 
the alteration of the composition of our export products. In this case, is the 
machine-building industry of our country qualified for such a task? The answer is 
in the affirmative. In the first place, with the experience of more than 30 years 
of construction work, the machine-building industry has not only laid a solid founda- 
tion in terms of material requirements but has also trained a strong contingent of 
technicians. It is capable of producing products equal in quality to those of the 
1960's and 1970's. In the second place, during the years of high accumulation rate 
in our country, investments in capital construction were relatively large, and the 
task of supplying equipment was a difficult one, leaving ‘ittle room for exporting 
machinery products. In the case of the readjustment period, inasmuch as there is 
insufficient demand in the domestic market, it is feasible to organize a consider- 
able amount of production capacity to supply goods for export. For a quite long 
time in the past, as we adopted the closed-door policy, little thought was given to 
the task of exporting machinery products so as to get a larger share of the inter- 
national market, and there was even a lack of knowledgeability about international 
conditi as and trends. As a result, technology exchange was very much limited. For 
this reason, the expansion of the electrical machinery export trade of our country 
is a formidable test for the technical standards of our machine-building industry 

as well as an effective stimulus for the industry. 
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The third thing to do is to undertake technological reform in industry and comnuni- 
cations. In the past 30 years, it was not the first 5-year plan alone which wit- 
nessed the construction of a large number of large-scale projects for the purpose 

of developing industry and communications. New projects were also undertaken to 
expand the reproduction capacity in the subsequent 5-year plans. This is what 

Marx called the extension method of expanding the reproduction capacity. In the 
readjustment period, there will still be new capital construction projects, such as 
the development of new coal mines and oil fields. However, as far as the industry 
as a whole is concerned, the emphasis will be shifted to the technological reform 
of the existing enterprises. The reason is that more than half of our industries 
were cons _ructed in the 1950's, both the technology and production equipment of 
which are backward and are due for renewal and replacement. Moreover, a considerable 
number of medium- and small-sized enterprises were constructed under the guideline 
of combining the indigenous and foreign methods, requiring comparatively little 
investment and equipped with simple and crude installations. Therefore, in the 
process of production there have been consistently poor efficiency, excessive con- 
sumption (energy in particular), poor economic results and great financial losses in 
these enterprises. Technological reforms must be undertaken in a planned way step- 
by-step in order to change their backwardness. With the completion of the tech- 
nological transformation, the existing enterprises will not only be able to reduce 
consumption and enhance efficiency but also expand their reproduction capacity in 
general. This is called the intension method with regard to the new construction 
projects. The adoption of the intension method in the technological transformation 
of the existing enterprises naturally elicits extensive requirements for the machine- 
building industry: the supply of assembly lines and whole sets of equipment com- 
mensurate with a certain level of production technology, the replacement of certain 
individual pieces of equipment by more efficient and new equipment in accordance 
with production requirements, or the conversion of central control and command cen- 
ters for production processes as required by production and so on. It is no easy 
task to accomplish this in comparison with equipping a newly constructed enterprise 
with complete sets of installations. Involved in this is a tremendous amount of 
research and designing, a large number of engineering technicians and studies and 
the formulation of the most economical program to achieve this technological trans- 
formation. When all these are done, we can proceed with the supply of suitable sets 
of equipment. 


The fourth thing to do is to strengthen scientific research (including advanced 
military equipment) and to supply the necessary means for research and instruments 
for measuring and testing. Perhaps this is no new task for the machine-building 
industry, but it is a formidable task. It should be realized that our electronics 
technology and various instruments and meters do comprise a weak link. In comparison 
with the internationally advanced standard, this weak link represents an important 
aspect of the discrepancy existing in our electrical machinery products. Without 
new efforts in this field, it is impossible to improve the up-to-date nature of 
product composition or to guarantee the realiability and stability of product qual- 
ity. Without these, it would be impossible to continue the improvement and supply 
of new products of an advanced nature and good quality and to make our machinery 
products competitive in the international market. Of course, in addition to 

these, we should also see the importance of the meansof research provided by the 
machine-building industry. In the modern era, no scientific experiments can be 
conducted with only a few pieces of simple experimental tools. More often than not, 
only a whole set of complicated experimental equipment is required. At present, 
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without the help of mechanical instruments (including electronics instruments) and 
repeated experiments, no achievement in the field of applied sciences can be realized. 
Therefore, in the process of readjustment the machine-building industry of our country 
must, in compliance with the requirements for improving scientific research, provide 
timely supply of means for doing research and instruments for measuring and testing 

so that we can reap fruitful results in the field of applied science. 


Secon!, Readjustment of the Production Organization (Including Labor Organization) 
of the Machine-Building Industry, or the Transformation of the Existing Enterprises 
According to Specialization 


At the very beginning of the first 5-year Plan, attention was paid to the principle 
of specialization in production regarding the construction and development of the 
machine-building iadustry. This meant the adoption of specialized production as the 
form of production organization in relation to the specified production target of a 
machine-building plant, or the specification of the products to be produced by this 
plant (whether to use assembled products or parts and which specific parts to use) 
and the necessary technology required for fulfilling the given production task. 
Unfortunately, in the past 30 vears we did not do well in following this principle, 
and we caught the common disea ‘ of taking the road of "all-purpose production” 
either consciously or unconsciously. Many factories turned out to be the often- 
mentioned "small but complete" and “large and complete” factories. 


This all-purpose production organization causes difficulties in our work on all 
fronts and losses with respect to economic efficiency. 


(1) It ties up an undue amount of state investment, causing duplicate equipment to 
be id'e. The spare parts and technological cooperation that could have been avail- 
able in the society were used or undertaken repetitively in the all-purpose produc- 
tion factories, resulting in a low utilization rate for the equipment and low output 
value per 10,000 yuan of the total fixed assets. In spite of the fact that we do 
not yet have precise statistics, estimates from sample investigations tell us that 
even if we assume one work shift a day the utilization rate of equipment is only 
about 50 percent. 


(2) It makes the remodeling and redesigning of the product quite difficult. In 

the large all-purpose factories, practically all of the spare parts are made by the 
tactories themselves. Consequently, more often than not the improvement of product 
structure as well as the production of new products has to be achieved in the work- 
shops of the factories themselves, giving rise to much difficulty and taking a long 
time. This is one important reason why the improvement of products cannot be carried 
out frequently nor the remodeling and redesigning of the products. 


(3) It is difficult to raise the level of production management as well as that of 
technological management. The reason ia that in a factory, even if both the factory 
director and the chief engineer are very talented economists and technicians, very 
often it is impossible for them to guarantee product quality and to improve economic 
efficiency in the process of the manufacture of so many spare parts and in technologi- 
cal processing. 


Very obviously, these three reasons account for the defects of the all-purpose pro- 
duction organization. They are also the main causes for the slow pace in the 
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development of the machine-building industry of our country in terms of the economics 
vf technology and insignificant achievements. Since this situation is already known 

to us, we must make efforts to improve it. Its existence and continuation should 

not be allowed. Yet, why is that problems which were singled out for attention dur- 

ing the first 5-year plan have been left dangling without a solution? A serious dis- 
cussion on this matter is imperative. 


First of all, in theory we denied that the means of productimunder the socialist 
system could be commodities; hence the denial of the mwachine-building industry's 
right to allocate the electrical machinery products that it produces. The production 
and circulation process of these products were to be realized through state planning. 
Thus the enterprises became purely processing factories without having to know who 
the customers were and what comments they made. In other words, economic methods 
were totally replaced by administrative methods in the form of state intervention. 


It is exactiy for this reason that the existing system, procedures and methods of 
planning and management have taken shape. Such a highly centralized management 
method is bound to lead to rigidity and triviality. To a certain extent it restricts 
rather than promotes the development and improvement of the machine-building in- 
dustry itself as well as the services rendered by this industry to the society in 
all respects. Let us take an example to demonstrate the harmfulness involved. Let 
us assume that enterprise A and enterprise B belong to the same local community. A's 
products have to be matched with those of B to form complete sets of products. How- 
ever, due to the fact that A cannot approach B to place its order directly, nor 

does B have the right to dispose of its own products, both A and B have to go to 

the authority concerned with their respective production plans in hand to apply for 
permission to proceed with the plan and to secure production targets. The next 

step is to go to the distribution authority of the state to hand in their plan appli- 
cation in order to get the allotment directive. Finally, A gets from B what it 
needs to make complete sets of products. The leading authorities of the state did 
repeatedly mention that cooperative relations should be established, but they could 
find no new solutions. To finalize, one has to wait for the contract conference to 
bring the buyers and sellers together. Because machine-building factories, regardless 
of what they produce (or what technological processing they engage in), are without 
exception the basic-level units under the control of state planning, and because 

all economic activities of the factories have to be listed in the state plans, proj- 
ects listed in the state plans cannot secure whole sets of equipment on the agreed 
delivery date, thus prolonging the construction cycle. In addition, enterprises 
under the state plans cannot fulfill their production targets because of failure to 
get the needed products to match what they produce to form complete sets of prod- 
ucts. This again encourages those who are in charge of these enterprises to under- 
take production in their own enterprises, as very often they can find no one to co- 
operate with them. There were two upsurges in the history of tne development of the 
mach ine-building industry of our country: one in the "great leap forward" year of 
1958 and another in 1969, year of the "Great Cultural Revolution.” Both of the up- 
surges occurred in periods when the state had no economic contract statute, when 
production cooperation among enterprises was to be arranged by the leading authori- 
ties and was frequently interrupted, and when there was no sure supply of complete 
sets of products. 














Also not* worthy is the fact that the tax structure adopted by the state is unfavor- 
able to specialized production by the machine-building industry. The same tax rate 
is levied on products made for the purpose of forming complete sets of products, 
whether they are for social sales (for maintenance, export etc.) or whether they are 
meant to be used in the course of producing end products. This causes the prices 

of such products to be on the high and does not demonstrate the superiority of 
specialized production. The higher the degree of specialization found in the main 
engine factory (the general assembly factory), the higher the prices of its final 
production. On account of this economic factor relating to state tax plicy, very 
often the main engine plants are encouraged to stop their cooperative relations and 
take up the production themselves. Apart from spare parts, the production of semi- 
finished provwucts are notable in this respect, as every factory has its own iron 
casting, steel casting, forging, and other surface treatment ws ‘rkshops, giving rise 
to superfluous and duplicative production. 


Furthermore, subjectively, the thinking of small handicraft industry very often 
still persists, which is a hindrance to the popularization and maintenance of spe- 
cialized production. As this kind of thinking has no place in the organization and 
management of large-scale production and always strives to finish more work in rela- 
tion to a product within the confines of its own enterprise, and aided by various 
objective reasons and the lack of guarantee fcr cooperation, people are made to 
think that it is better to have fewer cooperative connections and safer to produce 
within the confines of their own factory. 


In short, the all-purpose production organization yields poor economic results-- 

a low utilization rate of equipment in particular--which gives rise to a consider- 
able portion of the fixed assets being left idle. This situation must be changed as 
soon as possible through resolute readjustment. 


Third, Readjustment in Regard to the Allocation of Productive Forces 


There were two adjustments of the geographical distribution of the machine-building 
industry in history. The first one was during the first 5-year plan with the loca- 
tion of some of the important machine-building projects in the interior of our coun- 
try. The second one was made during the third 5-year plan, during which the guide- 
line of carrying out construction on three fronts was formulated. According to this 
guideline, many projects were added to produce parts for making complete sets and 

to carry out cooperation, with the previously constructed major machine-building 
projects as centers. By and large, construction projects were undertaken to provide 
the interior of our country with independent industrial bases. These heavy industry 
bases, the result of great efforts of construction since the founding of the peo- 
ple's republic, do make their own contributions with respect to strengthening our 
national defense and developing our heavy industry. The fact that what is produced 
along the seacoasts can also be produced in the interior of our country is 

in itself an achievementin ameliorating industrial production distribution. Un- 
fortunately, due to Lin Biao's interferences the principle of overall dispersal and 
localized concentration was discarded. At the same time, no consideration was given 
to the various conditions of industrial construction. Instead a very harmful policy 
of building small factories "in mountainous areas, in scattered places and in caves" 
was implemented, causing great economic losses and numerous difficulties to produc- 
tion activities in the following years. While we criticize the crimes committed 
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by Lin Biao, positive policies should be adopted to readjust the projects on the three 
construction fronts step-by-step so as to improve and consolidate them and to revive 
the economic viability of our inland industry which possesses superb cadres and work- 
ers and the best of equipment. 





Of course, in regard to the allocation of productive forees, attention should also 
be paid to the development of light industries in the interior of our country, a 
shortcoming of the past to be overcome. It is common knowledge that industries are 
more advanced along the seacoasts in our country, and their products are of better 
quality. In spite of the impracticality of the simple proposition of getting the 
interior light industries to catch up with the well-known brand-name products pro- 
duced in the coastal areas in a short period of time, consideration has to be given 
to the problem of transportation. In other words, it is undesirable to devote all 
our efforts to persistently develop the light industries of the coastal areas and 
then organize sales to the interior part in immense quantities. This may likewise 
give rise to new economic irrationality due to lack of careful thinking and to poor 
distribution. 


Are the conditions of the interior of our country adequate for the development of 
the machine-building industry? Insofar as the electrical machinery products are 
concerned, raw materials are available for local supply. If products can also be 
marketed locally, it should be said that this is rational economically. Therefore, 
at least a positive response should be given in making our plans, if production of 
suitable products is organized in accordance with the requirements of the interior 
markets. Special attention should be paid to the planning of production of daily- 
use electrical and mechanical products. Factories should be made to produce the 
parts in accordance with the principle of specialized production, and utilization 
should be made mainly of the existing technology (similar technology) of the enter- 
prises. Finally, the general assembly work should also be carried out among the 
existing enterprises. No emphasis should be given to setting up new specialized 
plants. In this way, savings can be made in state investments as well as in time, 
while full play can be given to the production capacity of the existing enterprises 
in the production of more daily-use electrical and mechanical products. In the 
interior of our country, such machine-building enterprises are quite large in nun- 
ber. To organize them and divert their production todaily-use electrical and mechan- 
ical products is not only in conformity with the guideline in readjusting the ma- 
chine-building industry but is also a main aspect of the current readjustment of the 
allocation of productive forces. 


The above-mentioned three readjustments of the machine-building industry are related. 
Overall consideration should be given in the process of :eadjustment in order to get 
better results. Mcanwhile, it should also be noted that the task of readjusting 

the machine-building industry is closely related to that of the readjustment of the 
national economy as a whole. Consequently, every part of its readjustment must 
accurately manifest the requirements of the readjustment of the national economy. 


The task of readjustment of the machine-building industry is a strenuous one. It 
may take several years, perhaps even a longer period of time. The accomplishment 
of these readjustment tasks are ineeparable from the necessary reforms of the 
machine-building industry. In other words, readjustment and the necessary reforms 
must be concurrent. It is inconceivable to undertake readjustment in the first 
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> years and then carry out reforms in the rext 5 years. Readjustment and reform 

are complementary. When we say that reform is subordinate to readjustment, while 
readjustment stimulates reform, we mean to avoid overanxiousness in carrying out 
reforms. It is unrealistic and impractical to attempt overall reform and implement 
it at present. However, we must also realize that amidst readjustment there must be 
the necessary reforms, without which the task of readjustment cannot be carried out. 
Let us look into the reforms that must be carried out during the readjustment period. 


First, the Reform of the Management of the Machine-Building Industry 


The industrial management system being practiced in our country exercises its con- 
trol over the enterprises by trades (departments) and geographical districts. Our 
country has over 400,000 enterprises, which are classified into various categories 
and divisions and are under the jurisdiction of 40-odd departments as well as the 
administrative organs of the 29 provinces and municipalities. Despite the fact that 
the enterprises are in principle the state's economic units at the basic level and 
have an independent economic accounting system, without exception, the government 
organs of all levels may intervene in their economic activities. In this respect 
they are not actually independently operated units. In fact, the enterprises do 

not have the right to operate independently with respect to their production activi- 
ties. The actual operational authority is in the hands of the government organs 
which are in charge of the enterprises. The enterprises do no more than fulfill 

the tasks assigned by the government organs according to a schedule just as factories 
do in manufacturing goods by order. Inasmuch as these enterprises do not have oper- 
tional authority in the process of socialized production and circulation, they can 
in no way assume any responsibility in respect to their economic activities. Those 
in charge of the enterprises assume responsibility only for administration (fulfill- 
ing tasks according to schedule) and nothing in regard to operations. 


The divorce of production from circulation and of the administration from operations 
of the enterprises imposes very serious passive effects on the industrial economic 
activities of our country. A system comprising a whole set of purely administrative 
methods in control of industrial activities has been formulated. In order to manage 
such a large number of industrial enterprises many organs have been set up, and a 
large number of personnel have been employed. What is more serious is that the pro- 
cedures are cumbersome and numerous, the administrative elements overlap, and effi- 
ciency is low. This of course does not fit the requirements of socialized large 
production. From the standpoint of operations and management, the industrial pro- 
ductive forces are held back. The economic efficiency of the fixed assets of our 
industry is so low mainly because the shortcomings of our existing industrial man- 
agement system. 


The question of enterprise autonomy has already been brought up in the readjustment 
period. In brief, autonomy means independent operational authority and actually 
being the economic units of the state at the basic level. In this way, through 
painstaking operations and management the enterprises give full play to their roles, 
satisfy the needs of society and create more accumulation for the state. This 
reform is bound to be implemented, and only by carrying out this reform can we real- 
ize the goal which we have been discussing for years, namely to manage our industry 
by economic methods. 
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In the management of the machine-building industry, there is another urgent problen, 
namely getting rid of the barriers between departments and geographical regions so 
that national planning and arrangements may be made for the production activities of 
the machine-building industry. 


Strictly speaking, the development of the machine-bvilding industry of our country 
started only after liberation of the whole «ountry. Before liberation, there were 
only a few repair and spare parts factories. During the past 30 vears, there have 
been two important changes in the development of the management system. The first 
change occurred in the period of the "great leap forward," when the guideline of 
giving play to two initiatives was formulated. It was emphasized that enterprises 
were to be the concern of the lower-level authorities; the various departments of 
the central government should take no charge of, or less charge of, the affairs of 
the enterprises and leave them to the care of the provinces (or municipalities) to 
which the enterprises belonged. However, as the implementation of the guideline was 
enforced, it was not the provinces (or municipalities) alone which shared the manage- 
ment of the enterprises with the central government, but the prefectures and smaller 
municipalities also shared with the provinces (or municipalities), and the counties 
and districts shared with the perfectures and smaller municipalities. This was the 
first major decentralization of management of the machine-building industry. The 
outcome of this was that the various departments of the central government, the 
provinces (or municipalities), the prefectures, the smaller municipalities, the 
counties and the districts all have their own machine-building industries. As the 
machine-building industry is basically a horizontal industry--every mechanical and 
electrical product requires extensive cooperation among many enterprises in order 

to finalize the assembling of the end product--eventually, this leads to the situa- 
tion of mediocrity in the industry as a whole. Numerous enterprises undertaking 
duplicate production were constructed as enterprises strived to produce complete 
sets of equipment, leaving the rectification of the adminisirative management of 

the machine-building industry untouched. The result was excessive decentralization. 
The result was excessive decentralization. The second change occurred during the 
latter part of the cultural revolution. The dual system of the machine-building 
industry was emphasized under the guideline of giving play to two incentives. In 
this system, the machine~building industry was responsible for the production of 
general machinery, while the production of the special purpose machinery was left 

to the respective government ministries. For example, coal machinery was to be 
produced by the Ministry of Coal Industry, oil-producing equipment by the Ministry 
of Petroleum Industry, to the point that large construction machinery was produced 
by the various construction departments and fire-fighting equipment was produced 

by the Ministry of Public Security. What resulted from this was another case of 
excessive decentralization, giving rise to even more serious duplication and waste, 
and causing many enterprises to operate below capacity year-round with their fixed 
assets left seriously idle. This is a kind of blind order due to lack of knowledge 
and of realization that while different machines for different uses have different 
requirements, they, including electronic equipment have much in common structually 
and technologically. The result of this can only be excessive dispersal of the 
limited funds at the disposal of the state and the rise of numerous duplicative 
enterprises. A typical example of this is our automobile industry. The annual 
volume of this industry is very small, but there are as many as 100-odd automobile 
plants. We must change this situation. It is imperative that the management system 
of the machine-building industry be reformed during the readjustment period. Other- 
wise, under the limitation of the departmental and local ownership systems, it will 
be impossible to carry out effective readjustment of the machine-building industry 
on a nationwide basis. 
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At the very beginning of the economic readjustment period, the state machine-building 
industry commission was set up by the State Council. In theory, it appears that one 
more unit is added to the hierarchy cf government organization, but this is quite 
necessary for the adjustment and reform of the machine-building industry. The 

reason is that only through such an orgauization can the productive capacity of the 
machine-building industry of the various departments and districts be brought under 
unified control so that overall planning and arrangements can be made and the task 

of readjustment be effectively achieved. 


Second, Reform of the Organizational Structure of the Machine-Building Industry 


The development of the machine-building industry has brought into being a strong . 
base comprising approximately 100,000 enterprises with 12 million staff and workers . 
and more than 2 million machine tools. Of these enterprises, only 6,000-odd enter- 

prises are large and medium-sized, but all of them are economic units of the state 

as well as the planning units of the state at the basic level. This poses a problem 

for the state in planning and management, because the services covered by the ma- 
chine-building industry are very extensive and the production of a product requires 

much cooperation among the enterprises. This is the reason why the State Council 

has indicated that the road of unification should be taken whereby the related 

enterprises can be organized into corporations (also called integrated enterprises) 

in accordance with internal relationships. These corporations are economic units 

as well as the planning units of the state at the basic level. Being able to unify 

the process of production and distribution, they become isdependent legal persons, 

not only beneficial to the planning and management of the state, but also to the 

enlivening of the initiative of the entetprises. This changes their status as 

appendages of government organs. Instead, they become independently operated eco- 

nomic groups. 


The Shanghai Shipbuilding Corporation has already been set up in the readjustment 
period as an organization embracing the shipyards and plants producing parts to 
fill the gaps in completing sets of equipments in the neighboring areas of the 
district, so that the restrictions resulting from barriers between departments and 
districts can be removed and independent operations ensured. This is the practical 
road for the machine-building industry to take in readjusting the organization and 
structure of the enterprises involved. 


Here it can be seen that without the reform of the management system of the machine- 
building industry it would be impossible to break through the oarriers between the 
departments and districts in order to carry out reforms of the organization and 
structure of the enterprises. Agaiu, without carrying out such a reform, the tasks 
concerning product composition (service orientation) and production organization 
(specialization) will not be successfully accomplished. Of course, aside from the 
reform of management system, there are also certain auxiliary reforms regarding man- 
agement and methodology, which are also very important. These should be treated in 
another article, as the machine-building industry during the readjustment period 

and to demonstrate the necessity of concurrently carrying out certain reforms. Con- 
cerning the relationship between readjustment and reform, while this relationship 
can be summarized by the statement that reform is subordinate to readjustment and 
stimulates readjustment, it should be added that readjustment and the necessary 
reforms must be carried out concurrently and that reform must be carried out in 
accordance with the requirements of readjustment. 











In the process of reform, great resistance to reforming the management system, has 
been evident. It is true that the enterprises are entities under whole-people owner- 
ship system with the relationship of subordination originating frem authority being 
delegated by the state to the government organs concerned. Therefore, there should 
not be obstacles to the reform of the management system under the socialist systen, 
since there is only cne criterion for making reforms namely the reform must be 
Stimulative and conducive to the development of productive forces. Basically the 
life and death strugzle under the capitalist system no longer exists. Yet, we should 
not underestimate the influence of private ownership over the past several thousand 
years over people's m‘nd. Such a mentality very often inherits the ideology of the 
small producers, which admires and seeks the rosy prospects of self-sufficiency, 
always longing for an independent setup despite its unfavorable effect on socialist 
large-scale industry. In such a frame of mind, one would feel a sense of loss at 

the very mention of reform and would always look for reasons to defend the old systen. 
All these are reasons for the resistance to reform, which should not be taken lightly. 
One interpretation puts readjustment first and reform second. This is a wrong 
formulation. Setting the two apart as being totally unrelated is actually an appease- 
ment to the resistance against reform. We should persist in the guideline formulated 
by the 3d plerary session of the llth CCP Central Committee, namely : carry out 
readjustment, restructuring, reorganization and upgrading in the nati..al economy. 

The machine-building industry should implement this eight-character policy in an 
all-round way. We should first have a thorough discussion to make clear the overall 
readjustment task of the machine-building industry, and then studies should also be 
made with regard to reform. The two must be carried out simultaneously so that 

the successful accomplishment of the readjustment tasks can be guaranteed and ac- 
celerated. 
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INDUSTRY 


BRIEFS 


SICHUAN METALLURGICAL INDUSTRY BOOSTED--Since last July the meta‘lurgical production 
has been developing well and the monthly total output value exceeded 200 million yuan 
in 3 months successively from July to September. By the end of September, 83 percent 
of the planned output value had been fulfilled and it has been forecast that the 
quota will be overfulfilled by 9 percent. [Chengdu Sichuan Provincial Service in 


Mandarin 2300 GMT 31 Oct 81 HK} 


CSO: 4006/127 


21 








DOMESTIC TRADE 


FUJIAN HOLDS FINANCE, TRADE CONFERENCE 
OW170615 Fuzhou Fujian Provincial Service in Mandarin 1120 GMT 16 Nov 81 


[Text] The recent provincial conference on finance and trade work called on the 
commercial supply and marketing departments at all levels to strengthen their leader- 
ship and make good arrangements for rural markets, which serve 85 percent of the pop- 
ulation. The conference held by the Fujian Provincial People's Government specifi- 
cally studied how to clear the channels for commodity circulation in order to facil- 
itate the supply of industrial products to rural areas. 


The conference demanded: It is necessary to continue the principle of two priorities. 
In the supply of those industrial products which both urban and rural areas need, 
priority should be given to rural areas. Commodities in general should be supplied 
to rural areas on a priority basis to satisfy the needs of the rural market. We 
should strive to sell more commodities in rural areas in order to withdraw more 
currency from circulation. Eighty percent of the increased portion of the annual 
output of the commodities which are in short supply, such as bicycles and sewing 
machines, should go to the rural areas, and 20 percent should be sold in urban areas. 
The deficit in commodity supply to rural areas for the first 9 months of this year 
should be made up. Unhealthy tendencies such as unauthorized retention or distri- 
bution of commodities and "opening the back door" must be resolutely stopped. We 
should make sure that the commodities are supplied to the peasants. A portion of 

the commodities in short supyly should be set aside to reward the collectives and 
peasants making great contributions through the sale more agricultural and sideline 
products. 


The conference also demanded: The wholesale commercial enterprises should support 
and direct the supply and marketing cooperatives to promote sales of industrial 
products. They should open their stock and give the supply and marketing coopera- 
tives a choice, rather than compel the cooperatives to buy a certain percent of un- 
marketable goods as a condition for the deal. The supply and marketing cooperatives 
should improve the sale of industrial products for daily use, prevent the tendency 

of paying more attention to major commodities and less attention to small goods and 
increase the variety of goods on sale as much as possible. The agricultural banks 

at all levels should extend loans to support the supply and marketing cooperatives 

if they are short of capital. The commercial supply and marketing departments should 
hold commodity fairs of various forms to make the supply of industrial products to 
rural areas more active. At the same time they should ask licensed pedlars to sell 
goods in the countryside. Commodities sold by the industrial department itself should 
also be geared to the need of the rural areas. 
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fhe conference, which closed today, also urge the county and municipal people's 
governments to set specific requirements for he supply and marketing cooperatives 
to sell the building material the rural areas urgently need, such as cement, rolled 
steel and glass, in order to satisfy the needs of the rural areas. 
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DOMESTIC TRADE 


BRIEFS 


TIANJIN COMMENTARY: ILLEGAL MARKET ACTIVITIES--According to departments concerned, 
there have recently been lawless persons around farm and sideline produce markets 

and stations frequently forcing farmers to sell their farm and sideline produce at 
lower prices and then reselling the goods at higher prices. This is illegal and rude. 
There have also been a few individually-owned stores violating regulations on food 
sanitation to sell unsanitary foods. This must not be tolerated. We must resolutely 
stop this and strengthen the management of markets. We must understand that forcing 
farmers to sell their goods at lower prices and reselling the goods at higher prices 
is illegal. They have nothing to do with the transportation links needed by farmers 
after they deliver their goods to urban areas. They are not only harmful to the 
markets but also directly impinge on farmers’ and consumers’ interests. We must 

deal with such activities according to law to protect legal deals and consumer in- 
terests. Food sanitation has a vital bearing on the people's health. Foods must be 
produced and sold in strict accordance with the regulations for food sanitation. Any 
violation of these regulations is considered illegal. Therefore, we must check these 
illegal activities and punish those who have bad consequences to safeguard the order 
of markets and protect the people's health. [Station commentary: "Strengthen 

Market Management, Protect Legal Deals and Attack Illegal Activities"] [Text] 
[SK130908 Tianjin City Service in Mandarin 1430 GMT 12 Nov 81] 


SHANDONG MARKET PAPER--In order to expand reports on market activities, the propa- 
ganda department of the Shandong Provincial CCP Committee recently approved the re- 
naming of Luwu Shichang Bao [Luwu market paper] as Shandong Shichang Bao [Shandong 
market paper], effective 1 January 1982. The paper will carry reports on market 
trends, Shandong's products, landscapes in Shandong, information on commodities, 
etc. Subscriptions for the paper can be made through post offices througout the 
country. [SK050138 Jinan Shandong Provincial Service in Mandarin 2300 GMT 2 Nov 81] 


NET MONGGOL ABSORBS SHANGHAI INVESTMENT--At the North China economic and technologi- 
cal cooperation conference held in Hohhot not long ago, the Nei Monggol autonomous 
region made a package deal with Shanghai municipality on economic and technological 
cooperation. Shanghai has invested 10 million yuan on highway construction in for- 
est areas and comprehensive utilization of timber. The region will recompense 
Shanghai with timber and timber products. Shanghai also promised to offer bicycle 
electroplating and lacquering techniques and help the region develop production of 
quality candies, cold drinks and meat products. [SK192244 Hohhot Nei Monggol Re- 
gional Service in Mandarin 1100 GMT 16 Nov 81] 





JILIN UNDERGROUND MARKET--An underground market, the first of its kind in Changchun, 
Jilin Province, has opened business on 24 October. This market is 1,600 meters long 
and 6.4 meters wide and 24 state-, and collective-and individual-run units, including 
two department stores, are doing business there. [Changchun Jilin Provincial Service 
in Mandarin 1190 GMT 24 Oct 81 SK] 


PRICE RISE RUMOR DENIED--According to our sources, a rumor has recently been spread 
in society that the market prices of sugar, wool fabric, cotton cloth, coal and 
matches will be raised. Thus, many people are vying with each other to purchase 
such commodities. In this regard, Comrade (Liu Bixian), director of the provincial 
commercial department, has said in an interview with our reporter: it is still our 
principle to stabilize the prices of goods proceeding from the overall situation of 
stability and unity and taking into account the interests of the state, collectives 
and the masses. Sugar, wool fabric, cotton cloth, coal and matches are daily 
necessities of the people and, therefore, the prices of such goods must be stabilized. 
It is merely a rumor that there will be price rises for such goods. For the past 
many years, the state has adopted a policy of price subsidies for daily necessities 
such as coal, vegetables and meat. The vegetable and meat subsidies alone granted 
to the people by our province total 26 million yuan each year. In future, the state 
will continue to adopt a policy of subsidies to stabilize the prices of daily 
necessities. Departments concerned should extensively propagate and explain to the 
people the pricing policy of the party and government, and the masses should not 
believe and spread such rumors [Rext £8k19100) Larzlow Gansu Provincial Service 
in Mandarin 1125 GMT 18 Nov 81 
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FOREIGN TRADE 


CONFERENCE MAPS OUT FOREIGN TRADE STRATEGY 
HK210142 Beijing CHINA DAILY in English 21 Nov 81 p 1 


[Text] China must set up more factories and workshops devoted solely to the pro- 
duction of export commodities in order to expand her foreign trade, the national 
foreign trade planning conference says. This is part of a comprehensive strategy 
mapped out by the conference for development of foreign trade in 1982. 


Other measures include: 
--Expanding production of commodities which are in high demand on the world market. 
--Improving salesmanship and eliminating red tape and bureaucracy. 


--Strengthening management and cost accounting, and improving performance levels in 
fulfilling contracts. 


--Carrying out reforms of the foreign trade system by implementing centralized 
guidelines, but allowing for some autonomy and initiative at lower levels. 


Factories which produce export commodities should be located in coastal areas--the 
cities of Shanghai and Tianjin, and the provinces of Guangdong, Shandong, Liaoning 
and Jiangsu--because these regions are more advanced in industry, technology, manage- 
ment techniques, and communications facilities, the conference said. 


These factories will mainly produce consumer goods and textiles. They will also 
process imported raw materials. 


To meet the demands of the world market, agricultural and sideline product bases 
will also be established. For example, rabbit fur and pear export bases will be 
set up in the areas which produce these commodities. 


It is estimated that in the next 4 years, the amount of purchases made at these 
bases and tories will increase an average 7.8 percent per year. 


As an incentive, factories which produce high quality commodities will receive 
favored treatment in prices, taxes, and credits from the state. These products will 
also be given priority in export. 


fT 
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The conference said existing bases and factories which are devoted to export prod- 
ucts should be further consolidated. Cold storage, processing, and transport 
facilities in these areas must be improved, the conference said. 


The present emphasis should be on areas that raise pigs, oxen, ducks, rabbits, and 
martens for export, it said. 
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FOREIGN TRADE 


"FUJIAN RIBAO'ON BUILDING OF XIAMEN ECONOMIC ZONE 
OW181413 Fuzhou FUJIAN RIBAO in Chinese 10 Nov 81 p 2 
[Article by Chen Mingge: “Accelerate Construction of Ximen Special Economic Zone"] 


[Excerpts] After a year’s active preparations, the consturction Xiamen special 
economic zone has entered a new stage. This article contains my personal opinions 
of how to accelerate the special economic zone's construction. 


Work started recently on the first-stage construction of the Huli processing district 
of the Xiamen special economic zone. To guarantee the speed and quality of the 
capital construction so that the special economic zone can provide the material 
conditions for businessmen to invest and build factories within a relatively short 
period of time. We must adopt new management procedures. Now that the overall plan 
has been submitted and approved, the question is whether it is possible to adopt a 
competitive, or open-bidding, system for plans on small sections and individual pro- 
jects which can be designed separately. This method is obviously better than having 
the “sole organization" do all the planning. In organizing the construction forces, 
we also should consider combining state arrangement with open-bidding. With the 
designs and plans selected by the special economic zone, a number of building con- 
struction firms can be invited to submit bids, and contracts should be awarded firms 
offering the best terms. 


While moving on with the capital construction in accordance with the overall plan, we 
must also study and formulate a plan for the special zone's economic development. 

[It has now been clearly defined that Xiamen special economic zone should be built 
into a special zone which concentrates mainly on processing for export and at the 
same time attracts tourists and other trades. At present, we should develop mainly 
labor-intensive industries which cause little pollution and consume less water and 
power. Later on we should develop step by step technological-intensive industries. 
(his consideration is based on our present conditions. We should also welcome bus- 
inessmen to invest in electronics industry (including household electric appliances), 
light and textile industry, precision instruments and meters, clothing, leather 
products, toys, furniture, precision machinery, plastic products, jewelry, food in- 
dustry, printing industry and so forth. 


(o insure smooth progress of the construction of the special economic zone, we must 

establish a highly efficient administracive organization for the special zone. Its 

structure must be simple; it must have sufficient powers; there must be fewer admin- 
istrative levels; cadres must be small in number but highly trained; and there must 

be a clearly defined responsibility system to mete our rewards and punishments fair- 
ly and strictly. 


CSO: 4006/126 26 








FOREICN TRADE 


DISCIPLINE INSPECTION COMMISSION ON KICKBACKS 
OW102022 Hangzhou Zhejiang Provincial Service in Mandarin 1040 GMT 10 Nov 81 


[Text] The discipline inspection commission of the Zhejiang Provincial CCP Committee 
recently issued a circular commending a number of comrades for observing discipline 
and saving foreign exchange during their study and business tours in foreign countries, 
lliong Kong and Macao. The circular also criticized a small number of comrades for 

their improper practices. 


From last year to the end of April this year, departments under the Zhejiang Pro- 
vincial Government dispatched 19 delegations consisting of over 100 persons to 
foreign countries, Hong Kong and Macao. The Provincial Discipline Inspection Com- 
mission, after investigating 14 of the 19 delegations, discovered that a delegation 
of the Silk Import-Export Company under the Zhejiang Provincial No 1 Light Industry 
Department, while on a visit to Japan, paid attention to saving transport and food 
expenses. Its cost of living only accounted for 39 percent of the amount stipulated 
by the state. A Jelegation of the Provincial Travel and Tourism 

Bureau and the China Travel and Tourism Bureau, while on an inspection tour in Hong 
Kong, strictly observed the central authorities’ regulation prohibiting the accep- 
tance and presentation of gifts. Comrades (Ding Siqi) and (Fen Zhufang), of the 
Zhejiang Provincial Publishing Bureau, spent most of the time in studies during their 
more than 1 month of technical training in Japan. They spent only half a day for 
sightseeing. In its circular the provincial discipline inspection commission com- 
mended these good people and good practices. 


The circular also criticized the bad practices of a number of people who, while on 
inspection or business tours in foreign countries, tried to establish a relationship 
with foreigners, squandered foreign exchange to buy luxurious products and accepted 
kickbacks and gifts from foreign businessmen. They even tried to smuggle luxurious 
commodities into the country. In this connection, the circular made the following 
four stipulations: 


1. The implementation of the central authorities’ regulation on prohibiting the 
acceptance and presentation of gifts by anyone who is on inspection or business 
tours outside the country must be reemphasized. Gifts accepted after the issuance 
of the central authorities" relevant document must be reported to the general office 
of the provincial people's government for handling according to the regulation. 


e9 








2. Establishing private relationships with foreign businessmen, presenting and 
accepting gifts in a concealed manner, accepting kickbacks from foreign businessmen 
and buying luxurious commodities are a disguised form of giving and accepting bribes. 
Gifts and kickbacks given by foreign pusinessmen must be turned in to the state. 


3. Bringing c.amodities or products into the country without paying taxes is a dis- 
guised form of smuggling. Owners of these commodities or products must pay the tax. 


4. The units to which the personnel who have violated customs regulations and dis- 
cipline belong should conduct criticism and self-criticism. Disciplinary action 


should be taken against those whose cases are serious and who adopt a bad attitude 
toward their mistakes. 
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FOREIGN TRADE 


BRIEFS 


SHANGHAI SHIPBUILDING INDUSTRY--Since last year, foreign firms have signed contracts 
with various shipyards in Shanghai for building 55 ships with a total tonnage of more 
than 500,000 dun. The total value of those contracts exceeds 400 million dollars. 
[0W271337 Shanghai Jiefang Ribao in Chinese 18 Oct 81 p 1] 


FUJIAN FOREIGN TRADE--Fujian Province has transacted business with 124 foreign 
countries and places abroad. The total amount of this province's exports in 1980 
was 47 percent more than in 1979. The total amount of exports from January to 
September this year was slightly more than in the corresponding period last year. 
Except for rice and granulated sugar which were not exported this year, the total 
amount of exports from January to September this year was actually about 10 percent 
more than in the same period of last year. This province's trade with Hong Kong, 
Macao, the United States, Japan, EEC, the Gulf petroleum-producing countries and 
Southeast Asia has thrived. The total amount of this province's exports to the 
United States in 1979 was some $7 million and in 1980 was some 21 million. Over the 
past 2 years, some 90 products of the province have been added to the list of export- 
ed products. The amount of light industrial and textile products, handicrafts and 
minerals exported has accounted for 75 percent of the total amount of exports. In 
the past, no textile products were exported but the amount of textile products ex- 
ported in 1980 was valued at approximately $3 million. The amount of textile pro- 
ducts exported from January to September this year was 65 percent more than in the 
corresponding period last year. [Beijing Zhongguo Xinwen She in Chinese 24 Oct 81 
HK | 


RARE EARTH EXPORTS INCREASED--Beijing, 19 November (XINHUA)--China this year has 
signed contracts with foreign dealers for exporting rare earths and rare earth 
products worth 16 million U.S. dollars, four times that of 1980, according to the 
national conference on wide application of rare earths which closed here today. Of 
the exported rare earths, the biggest export item is rare earth chlorides. Other 
include rare earth oxides, rare earth fluorides and rare earth concentrates. In 
recent years, China also has begun to export various kinds of color glassware, sani- 
tary ceramics and glazed tiles, with rare earth content, rare earth-magnesium nodular 
iron castings, and opitcal lenses polished with rare earth polish powder. At the 
conference, participants discussed policies for developing China's rare earth indus- 
try and measures for the wide application of rare earth products. The conference 
decided to adopt new techniques and expand the export of rare earths and their pro- 
ducts. [Text] [0W190904 Beijing XINHUA in English 0811 GMT 19 Nov 81] 
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SHANTOU PREFECTURE'S FOREIGN COUNTRACTS--Guangzhou, 19 Nov (XINHUA)--Shantou Pre- 
fecture in Guangdong Province has boosted its economy and expanded exports through 
imports of capital and equipment, and doing processing and assembling work for 

Hong Kong and foreign firms, according to prefecture authorities. Since 1979, they 
said, the prefecture has signed 1,248 contracts with Hong Kong and foreign firms. 

In the first 9 months of this year, income from these businesses was 10 million U.S. 
dollars, double the 1980 figure for the same period. Approximately 560 enterprises 
have been established using foreign investment and doing processing work for Hong 
Kong and overseas firms. They mainly cover the fields of garments, woollen knitwear, 
imitation leather, paper crafts and tourism. [Text] [0W190915 Beijing XINHUA in 
English 0738 GMT 19 Nov 81] 


GUANGZHOU DUTIES ON COMMODITLES--To restrict the importing of commodities, such as 

TV sets, the Cuangzhou municipal customs recently received a notice from the general 
customs administration that effective from 1 November 1981, the duties on some 
imported commodities will be revised. After the revision, the duties on TV sets will 
increase by 5 times, on tape recorders the duty will be doubled and on pocket elec- 
tronic calculators the duty will be approximately doubled, as compared with the 
original duties. [Guangzhou Guangdong Provincial Service in Mandarin 2300 GMT 31 

Oct 81 HK] 


HUNAN CONTRACTS WITH PAKISTAN--On 3 October, at the Hunan Provincial machinery, 
electrical appliances, light industrial and textile products and new daily-use 
machines fair, the Provincial Machinery and Equipment Import and Export Company 
signed three contracts with Pakistan I firms. The total number of diesel engines 
involved in the export contracts was 560, the value of which is $150,000. The 
‘oreign firms were interested in the No 2105 diesel engine manufactured by Hunan 
Motor Plant and in the diesel engines manufactured by Xiangtang Diesel Engine Plant. 
After their visit to these two plants, they signed these contracts. [HK291017 
Changsha Hunan Provincial Service in Mandarin 2300 GMT 12 Oct 81] 


\ILIN FOREIGN TRADE--Jilin Province has successfully advanced foreign trade trans- 
actions. By 20 September, the province's import-export volume had reached 173.5 
million dollars. The export volume was 101.6 million dollars, more than a 100 per- 
cent increase over the corresponding 1980 period. The import volume was 11.9 million 
dollars, more than a 200 percent increase over the corresponding 1980 period. 
(Changchun Jilin Provincial Service in Mandarin 1100 GMT 28 Oct 81 SK] 
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TRANSPORTATION 


PLA RAILWAY CORPS COMMENDS ADVANCED PERSONNEL 
OW210401 Beijing Domestic Service in Mandarin 1200 GMT 20 Now 81 


[Text] The leading organ of the PLA railway corps held an award presentation meeting 
on the afternoon of 18 November to commend advanced units and individuals who had 
made remarkable achievements in repairing the flood-damaged Baoji-Chengdu railway. 


When the Baoji-Chengdu railway was damiuged by the recent flood, some 2,000 fighters 
and commanders of a certain unit under the PLA railway corps were ordered to take 
part in the repair of the most seriously damaged and most difficult to repair mid- 
dle section of the railway. After 14 days and nights of arduous work and by over- 
coming various unexpected difficulties, they completed the repair work 22 days 
ahead of schedule, thereby achieving remarkable success in reopening the whole 
section of the Baoji-Chengdu railway to traffic. 


Some 260 personnel of this unit rendered outstanding service in the repair work and 
some 1,440 personnel were cited for meritorious service. Commander (Jiang Beiyin) 
of this unit won a second class merit citation for leading his men in the work and 
for his outstanding leadership. 


Speaking at the award presentation meeting, Commander Chen Zaidao and second politi- 
cal commissar Kuang Fuzhao of the PLA railway corps called on all ranks of comman- 
ders and fighters of the railway corps to learn from this unit the spirit of 
arduous struggle and earnest and down-to-earth work, to carry forward the fine 
tradition of always paying attention to the interest of the people and to make new 
contributions to the four modernizations. 
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GENERAL 


HISTORICAL ATTITUDE TOWARD CAPITALISM, BOURGEOISIE REVIEWED 
Beijing ZHONGGUO CAIMAO BAO in Chinese 15 Sep 81 p 3 


[Article by Sun Qimeng [1327 6386 1322]: “Theories and Policies on National 
Capitalist Inudstry and Commerce and National Bourgeoisie According to Mao 
Zedong Thought”) 


[Text] When China was ushered into the age of socialist revolution, the CCP and 
the Chinese people immediately faced a brand new historical task, namely, the 
replacement of the system of capitalist ownership by that of socialist ownership 
and the elimination of the national bourgeoisie. This was an arduous and complex 
task, but it had to be accomplished, because there could be no socialism to speak 
of if this task were left unaccomplished. 


The facts show that our party led the Chinese people in the accomplishment of 
this gigantic historical task, and the manner of acco.plishment was very remark- 
able. The “Historical Resolution" realistically says: "During the period of 
trensition, our party creatively charted a course for socialist transformation 
that suited China's specific conditions. In dealing with capitalist industry 

and commerce, we devised a whole series of transitional forms of state capitalism 
from lower to higher levels, such as the placing of state orders with private en- 
terprises for the processing of materials or the manufacture of goods, state mo- 
nopoly of the purchase and marketing of the products of private enterprises, the 
marketing of the products of private enterprises, the marketing of products of 
state-owned enterprises by private shops, and joint state-private ownership of 
individual enterprises or enterprises of a whole trade, and we eventually real- 
ized the peaceful redemption of the bourgeoisie, a possibility envisaged by Marx 
and Lenin.” 


How was the task of eliminating the national bourgeoisie carried out? These 
were the facts for all to see: By 1956, the system of private ownership had 
been in the main replaced by that of socialist public ownership of the means of 
production; and, by 1966, fixed interest, a vestige of capitalist exploitation, 
had been abolished. In these concrete conditions, capitalists as a class ceased 
to exist in our country, and the vast majority of those who were able to work 
were transformed into laborers living on the fruits of their own labor. They 
even became a force contributing to the success of the state and socialist 
construction. 


34 














Despite certain mistakes in the course of this great, unusual social change, 
there was no shooting or bloodshed of any kind. On the whole, there was a fairly 
normal production and social order. Isn't this like a miracle? There were many 
causes of this miracle, but the most important one zs that the party Central 
Committee, headed by Comrade Mao Zedong, had worked out a whole set of theories 
and policies based on the basic tenets of Marxism-Lerinism and consistent with 
conditions in China, for the gradual elimination of national capitalism and the 
national bourgeoisie. These theories and policies constituted an important cos- 
ponent of Mao Zedong Thought, and this component vividly showed the brilliant 
success of the application and development of Marxism-Leninism in China. All 
these were facts. Judging from the way former industrial and commercial workers 
recently studied the “Historical Resolution,” we can see that the problem con- 
cerning the historical position of Mao Zedong Thought his been fairly satisfac- 
torily solved, simply because irrefutable facts have enlightened even these people. 


Ditticulty may not be known to people who have not experienced it. If we review 
the past, there were at least five very difficult probleme in the arduous revolu- 
tionary task, as mentioned above. First, during the period of socialist revolu- 
tion, could the concept of dividing the bourgeoisie in our country into big bour- 
geoisie and national bourgeoisie remain valid? Second, did the national bour- 
seoisie in taat historical period have a dual nature? If sv, what were its main 
features? Third, would it be possible to transform national bourgeois elements 
into laborers living on the fruits of their own labor? Fourth, what policies 
should be adopted to substitute the system of socialist ownership for that of 
capitalist ownership? Fifth, what policy should be adopted in the elimination 

of national bourgeoisie? 


Ga the first problem. It is the nature of all bourgeoisie to exploit the working 
class for profit. In old semi: :lonial and semifeudal China, such a class could 
be divided into two different tvpes, namely, the big bourgeoisie of a compradore 
character and the national bourgeoisie. There was a controversy in the party 
over this concept, but Comrade Mao Zedong's scientific class analysis enabled 

him to triumph over his opponents. The victory of the new democratic revolution 
further proved that Comrade Mao Zedong’s scientific theory was beyond dispute. 
Now the question is: In the period of socialist revolution, when the contradic- 
tion between the working class and the national bourgeoisie had become the prin- 
cipal contradiction in the country, in such circumstances was this concept already 
outdated or was it still valid? To this very sensitive question, Comrade Mao 
Zedong supplied an unequivocal answer on the eve of the founding of the People's 
Republic in his assertion that the national bourgeoisie was different from the 
compradore bourgeoisie, and that the former came under the category of people in 
a state under the people's democratic dictatorship. Later, the theories and 
policies dealing with the difference between the national bourgeoisie and the 
compradore bourgeoisie were treated as historical experiences of the party. In 
his book "On the Correct Handling of Contradictions Among the People,” Comrade 
Mao Zedong also gave a very clear-cut exposition of these theories and policies. 
With the position of the national bourgeoisie--as a class to be eliminated--in 
our socialist revolution determined and confirmed in theory and policy, the other 
problems could be easily solved. 














On the second problem. During the period of new democratic revolution, the na- 
tional bourgeoisie did have a dual nature, as clearly proved not only in theory 
but also in historical experience. How was this nature manifested under condi- 
tions of the socialist revolution? On the eve of the founding of the People's 
Republic, Comrade Mao Zedong pointed out that, in that period, the national bour- 
geoisie had its importance, on the one hand, and its weaknesses because of its 
social and economic position, on the other. Later, he also concretely analyzed 
the dual nature of the national bourgeoisie and clearly pointed out: "In the 
period of socialist revolution, it exploits the working class for profit, on the 
one hand, and supports the constitution and willingly accepts socialist transfor- 
mation, on the other." It was this dual nature which differentiated the national 
bourgeoisie from the compradore bourgeoisie as a particularity of contradiction. 
When the qualitative difference in the particularlity of contradiction is grasped, 
we can adopt different policies to solve contradictions of different natures. 


On the third problem. Since exploiters and laborers are irreconciliable enemies, 
can national bourgeois elements be truly transformed into laborers living on the 
truits of their own labor? To people accustomed to a metaphysical point of view, 
this type of transformation would be impossible. Even many of our comrades were 
not optimistic or positive about such a transformation, thinking that only a 
small number of advanced elements could be transformed. Comrade Mao Zedong re- 
peatedly pointed out that people can be transformed. On the eve of the founding 
of the People's Republic, he proposed that, during the nationalization of pri- 
vate enterprises, we should carry out further education and transformation of 
the national bourgeois elements. Soon after the establishment of joint state- 
private ownership of enterprises of a whole trade, he again clearly pointed out 
that the bourgeois elements had already become managers of the enterprises under 
joint state-private ownership, and were in the process of being transformed from 
exploiters into laborers living on the fruits of their own labor. He also cited 
the abolition of fixed interest as a sign of the removal of the bourgeois label 
or the transformation of exploiters into laborers. He summarized the direction 
of this transformation in the phrase “abolition of class but survival of indi- 
viduals." When the national bourgeoisie had been abolished as a class, what 
social status would the members of this class acquire in the socialist society? 
They continued to exist in our socialist country as socialist laborers, and to 
actively participate in socialist construction with good results. This was how 
things changed. 


On the fourth problem. Sased on our investigations and analyses of national 
capitalist industry and commerce and the above theories, our party and govern- 
ment adopted the method of peaceful transformation instead of violent methods 


for the solution of the problem of the capitalist private ownership of the means 
of production. To put it simply, only two methods were used: First, redemption 
and then payment of a fixed interest. Fixed interest was on the one hand, a 


token of separation of the capitalists from the means of production they formerly 
possessed. In essence, it represented a further step forward in the transforma- 
tion of capitalist ownership of the means of production. The other method was 
the adoption of a national capitalist policy and then the transformation of joint 
state-private enterprises into state enterprises. All these became historical 
events in our country. 
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On the fifth problem. In view of the dual nature of the national bourgeoisie, 
the party, generally speaking, adopted the policy of unity (but not all unity) 
and struggle (but not all struggle), or what was called the policy of “unity, 
criticism and education." Generally, this type of criticism and education was 
integrated with the socialist transformation of national capitalist industry and 
commerce, and was called a “dual transformation," meaning the transformation of 
capitalists into laborers hand in hand with the transformation of capitalist en- 
terprises into socialist enterprises. In carrying out this transformation, the 
party gave full play to the roles of the democratic groups (China's National Con- 
struction Association), the mass organizations formed by the industrialists and 
merchants themselves (the Industrial-Commercial Federation), and the backbone 
elements among them, in an effort to change the criticism and education of the 
national bourgeoisie by the working class into self-criticism and self-education 
by the national bourgeois people themselves. This method was highly successful, 
and the cause of success was that, in carrying out ideological education, we 
firmly upheld the basic tenets of dialectical materiaiism and proceeded from ob- 
jective realities instead of subjective assessment, so that political and ideo- 
logical work and encouragement for them to serve socialism became harmoniously 
integrated instead of being separated and set against each other. Experience 
has shown that the success of failure of political and ideological work depends 
on whether or not we can uphold the guiding thought of correctly distinguishing 
the contradiction between the enemy and ourselves from the contradiction in re- 
solving contradictions in ideology among the people; and whether we can adhere 
to the basic method of unity-criticism-unity. We can say that such an experience 
is still useful today. 


9411 
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*DAZHONG RIBAO' ON SYSTEM OF ECONOMIC RESPONSIBILITY 
Jinan DAZHONG RIBAO in Chinese 4 Oct 80 pl, 3 


[Editorial: “Continue the Vigorous Promotion and Perfection of the System of Econ- 
omic Responsibility in Industry"] 


[Text] Since the system of economic responsibility was adopted on the industrial- 
communications front in our province, both the production by enterprises and the 
spiritual outlook of the workers have undergone a remarkable change and a new atmo- 
sphere rarely seen in recent years now prevails. The morale of cadres has been 
heightened, the enthusiasm of workers has been further aroused, and the management 
of enterprises has been further improved, resulting in a general increase in both 
production and ircome. Compared with the first four months, the total industrial 
output value in the province in the period from May to August increased by 0.2 
percent, and the profits handed over to the state increased by 43.9 percent. How 
can the system of economic responsibility have played such an important role? Es- 
sentially, the close combination of authority, responsibility and benefits under 
the system of economic responsibility has formed a direct link between the distri- 
bution of enterprise profits and the result of business management, and between the 
workers’ economic gains and their labor expended. This system has changed the time- 
honored practice of “eating out of the same pot" and equalitarianism in industrial 
management and the separation between authority, responsibility and benefits, and 
has thus greatly aroused the enthusiasm of the enterprises and the broad masses of 
workers and staff members. As a result, the enterprises have improved their manage- 
ment and given full play to the innate forces of production. The tremendous role 
played by the system of economic responsibility can never be overestimated. It 
signifies an important reform in the system of management. Its orientation is cor- 
rect and its significance profound and far-reaching. We must continue to promote 
and perfect this system with great efforts and be determined to carry this reform 
through to the end. 


the adoption of the system of economic responsibility involves many problems re- 
lating to policies and the overall situation. Since we are inexperienced in this 
respect, we must be very careful in studying the new situation and in guarding 
against the emergence of new problems so that the system of economic responsibility 
can continue its improvement and healthy development. 


The enterprises practicing the system of economic responsibility should pay great 
attention to the close combination of production and social needs, and organize 
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their production according to social needs and state planning. The purpose of the 
system of economic responsibility is to fully arouse the enthusiasm of the broad 
masses of workers and staff members, to tap the potential of enterprises, to in- 
crease economic benefits, and to produce more goods to meet social needs. In pro- 
duction, therefore, they should make every effort to complete their profit plans 
and to make maximum economic gains with regular and proper methods. At the same 
time, they should produce readily marketable goods of fine quality to meet social 
needs. If they produce purely for profit and pay no attention to the quality and 
variety of the products or to social needs, they will bring about new waste and un- 
justifiable loss to the society. To promote the close integration of production 

by the enterprises and the needs of the society, contracts for the supply of goods 
should include not only the profit index but also stipulations on the quantity, 
quality and variety of products. There should also be «1 overall evaluation of 

the enterprise's performance, and if it fails to measure up to the terms of the 
contract, its share of the profits should be appropriately reduced. By this means, 
we will guard against a dislocation between production and social needs resulting 
from reluctance on the part of the enterprise to produce anything that is not high- 
ly profitable. It can also help guard against sloppy work on the part of the enter- 
prises, paying no attention to quality and ignoring the inconvenience thus caused 
to the customers. The inclusion of various main indexes in the contract serves the 
purpose of prompting the enterprises to the overall fulfillment of state plans. For 
the production of commodities that can bring little or no profit, appropriate al- 
lowances should be made for the enterprises concerned in the profit tax so as to 
arouse their enthusiasm for the production of less profitable items. 


The enterprises practicing the system of economic responsibility should attach great 
importance to che improvement of the quality of their products. They should carry 
out conscientious education among their workers and staff members in "the primary 
importance of quality," and cultivate their sense of responsibility to the customers. 
In the case of enterprises paying piecework wages or above-quota piecework wages, 
the unit price should be determined on the basis of quality of the goods produced, 
according to the principle of more pay for high quality and less pay for low qual- 
ity. The differences in piecework wages should be suitably enlarged so that the 
workers producing fine quality goods will receive better pay. The enterprises 
adopting the system of rewards should treat the quality of products as an important 
criterion for the evaluation of work, and there should be rewards for fine quality 
and punishment for inferior quality. These measures will encourage the workers to 
strive for good quality instead of quantity at the expense of quality. 


The enterprises practicing the system of economic responsibility should carefully 
handle the relationship among the state, the enterprise and the workers. This is 
an important indication of the success or failure of the system of economic respon- 
sibility. At present, some enterprises are overstressing the interests of one or 
two parties and neglecting those of the third party. This is incorrect. They 
should carry out widespread and serious education among the workers and staff mem- 
bers on the need for the interests of all three parties to be considered. Everyone 
should be aware of the present financial difficulties of the state and the need to 
complete the major task of handing over state profits. The share for workers and 
staff members cannot be raised excessively; otherwise, it will add to the state's 
financial difficulties and to the pressure on supplies on the market, These enter- 
prises must consider various aspects and on the basis of developing their production, 








steadily increase the income of their workers and staff members every year. This 

is consistent with the interests of the state as well as with the long-range bene- 
fits of the workers and staff members. This reason should be repeatedly and clearly 
explained to the workers and staff members. The correct handling of relationships 
among the three parties essentially means the increase of the enterprise's share of 
profits and the increased income of workers and staff members, provided the increase 
of state revenues is assured. The share of profits for the state should be larger 
than those of the enterprise and the workers, and the increase in wages should be 
commensurate with the increase in profits and the rise in labor productivity. An 
important point to note in the handling of relationships among the three parties 

is that the per unit production cost and the wage component in the production cost 
must be lowered instead of being raised. Specifically, there should be a rational 
base figure for contracted work and a rational ratio for profit sharing, in addition 
to an average advanced quota and a rational wage rate for piecework. These criteria 
have a direct bearing on the benefits of all three parties ani must therefore be 
carefully followed. The enterprises paying piecework wages or above-quota piece- 
work wages as a rule cannot appropriate any bonus fund, while those practicing the 
reward system should strictly control the rewards within set limits. At the same 
time, they must strictly enforce financial and economic discipline through constant 
inspections and supervision. Any violation of established policies, such as in- 
crease of prices in disguise, indiscriminate payment of subsidies, increase in pro- 
duction costs at will, withholding of state profits, tax evasions and so forth must 
be promptly exposed and rectified, and serious violations should be severely dealt 
with. In short, there sliould be more active leadership and strengthened supervision 
in order to insure the correct handling of the interests of all three parties and to 
guard against any discrepancy. 


In popularizing the system of economic responsibility in the industrial-communica- 
tions sector at present, great attention should be paid to the system of responsibil- 
ity within each enterprise. For enterprises, workshops, work teams or even in-ivi- 
dividuals whose output can be accounted for independently, the systems of piecework 
wages, above-quota piecework or small collective piecework wages should be adopted 

as soon as possible. If conditions are not yet favorable for these systems, great 
efforts should be made to create the required conditions for them to be enforced. 

The leading cadres of enterprises should also practice the system of economic re- 
sponsibility. First, a system of job responsibility should be set up so that every 
leading cadre will clearly know his own responsibility. The system of job respon- 
sibility should be Linked with the system of distribution according to work, and 
there should be both reward and punishment. The departments in charge of enter- 
prises should Likewise set up their own system of economic responsibility, which 
should clearly spell out the main responsibility of these departments in charge, 
namely, to help the enterprises solve the problems of coordination between production 
and marketing and other key problems in production, and to provide the necessary con- 
ditions for the enterprises to complete their production tasks. These departments in 
charge should also sign economic contracts with the enterprises and scrupulously ob- 
serve these contracts. Those who have helped the enterprises increase production and 
income should be rewarded; if the reverse is the case, they should be held economi- 
cally liable according to the contract terms. 











Contracted work forthcoming on the industrial-communications front of the province 
should be quickly attended to. In principle, the base figures in this year's con- 
tracts should be used for those of the coming year, but allowances should be made 
for increases in production. For the enterprises that are expected to increase 
their profits, a certain percentage can be added to the base figures used in this 
year's contracts. The sharing of profits can also be correspondingly readjusted. 
As to those enterprises whose production tasks are expected to undergo a drastic 
change next year, readjustments stiould be made on the merits of each case. As a 
general rule, the contracted work for the next year should not be based on the tasks 
actually completed so far this year; otherwise, it may dampen the enthusiasm of the 
enterprises and the workers in the task of increasing both output and income in the 
last quarter of this year ind in the coming year. 


The adoption of the system of economic responsibility marks a breakthrough in the 
consolidation of enterprises and the improvement of enterprise management. After 
the adoption of this system, we must be careful in directing the enterprises’ in- 
nate motive forces toward the consolidation of the enterprises, the improvement of 
their management and the increase of their economic benefits. There is now great 
waste among the enterprises. In some enterprises, “gold is littered everywhere." 
Therefore, one of the urgent tasks for the industrial-communications front is to 
consolidate the enterprises, eliminate the waste, and tap the potential of these 
enterprises. We should increase our efforts in streamlining and setting up leading 
bodies for the enterprises, in perfecting their leadership system, and in strengthen- 
ing their basic work. We should also strengthen labor discipline, continue to learn 
from the experiences of Shanghai, and improve the management of enterprises. 
The provincial and various local authorities should work out their plans for con- 
solidating the enterprises, with particular emphasis on streamlining those enter- 
prises having high output value and earning high profits and those incurring losses. 
We should consolidate a number of backbone enterprises this year. A list should 
be compiled of the enterprises to be consolidated, and this work should be divided 
up and assigned to different leading cadres, Examination and evaluation of the re- 
sults should be based on the six criteria for the consolidation of enterprises. 
Consolidation will help further strengthen the leading bodies, markedly raise the 
management and technical standards, and achieve better economic results in produc- 
tion. 
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PROBLEMS OF ECONOMIC RESPONSIBILITY SYSTEM DISCUSSED 
Jinan DAZHONG RIBAO in Chinese 5 Oct 81 p 3 


[Article by Lian Yanguang [6647 1693 1639] of Jinan Municipal Social Science Re- 
search Institute: "Discussion on Several Problems of the System of Economic Re- 
sponsibility"] 


[Text] The system of economic responsibility in various forms has now been popu- 
larized with great success on the industrial-communications and the finance and 
trade fronts throughout the country. As proved in practice, this is an effective 
measure to tap the potential of enterprises and to arouse the enthusiasm of work- 
ers, as well as the only way to improve the operation of socialist enterprises. 
Since we have not had much experience in the responsibility system, however, there 
are still many problems in our work which should be continually studied, changed, 
and gradually improved in practice. Our views on various problems in the practice 
of the system of economic responsibility are as follows: 


Working out a rational and advanced index. Practice of the system of economic re- 
sponsibility is a fairly good way to implement the principle "to each according to 
his work." However, we must work out an index which is both rational and advanced. 
The system of economic responsibility can take different forms in different trades, 
but all forms have a common characteristic, namely, distribution according to work 
by “linking output with remuneration." What base should be set for contracted 
work? What ratio should be used for sharing profits? What criteria should be 
adopted for evaluating the result of labor? What should be the per-unit price of 
piecework? In short, to what "output" should “remuneration” be linked? There 
should be some scientific data for working out a rational and advanced index. We 
must have such an index before we can successfully link output with remuneration in 
an enterprise, harmonize the relationships between various types of work and between 
various sequences of operation so that all workers will work in unity and strive to 
overfulfill the quota set for the enterprise. Only thus can we command an overall 
view of different enterprises, evaluate the business performance of each enterprise 
with fairness, handle the relationship between the advanced and the backward enter- 
prises, and spur on the latter to catch up with the former. Only thus can we 
satisfactorily handle the relationships between the interests of the state, the 
enterprise and the workers, and enable the enterprises to retain more profits and 
the workers to receive more income, with increased state revenues as a precondition. 








To work out a rational and advanced index for an enterprise, we should first form 
the concept of distribution according to work, or calculation of the result of labor 
according to the socially necessary time expended, and, based on this concept, use 
the average advanced standard of other enterprises of the same trade, same type and 
same grade as a reference in working out the index of this particular enterprise. 
Second, we should note the historical background and the present situation of the 
enterprise, such as the method used by the enterprise to fulfill its task the pre- 
vious year, the average figure and the progressive rate of increase in the three 
preceding years, and the highest standard it has ever attained, before working out 
the index for the current year. Third, we have to analyze the changes in market 
conditions in the current year and other objective elemtns, and then work out 
separate estimates for different trades and enterprises under different conditions. 
Fourth, the set index cannot remain unchanged despite the continued development of 
productive forces and changes in the market. While preserving a relative stability, 
we should revise the index from time to time in order that this index can be rational 
and advanced. 


For some time, some units worked out their index without scientific data or taking 
the amount of socially necessary labor into account. Thus the index turned out to 
be either too high or too low. If it is too high and exceeds the capacity of the 
available socially necessary labor, below-average enterprises and workers cannot 
hope to overfulfill their tasks, and their enthusiasm will be dampened. If it is 
too low, or below the demand of the amount of socially necessary labor, the below- 
average enterprises and workers can easily obtain above-quota "remuneration," thus 
causing an imperceptible increase in the wage component of the per-unit production 
cost. ‘uis is the main trend at present. Besides hindering the tapping of poten- 
tial among the enterprises and dampening the workers’ enthusiasm, it also produces 
adverse effects on the relationship among enterprises because of the protection of 
the backward at the expense of the advanced ones. At the same time, it is detri- 
mental to state interests and must therefore be overcome. 


Strengthening supervision. The purpose of the system of economic responsibility is 
to further arouse the enthusiasm of enterprises and workers, to increase production, 
and to promote commodity circulation in order to better meet the requirements of 
consumption. However, because of inadequate enterprise management and insufficient 
supervision from the departments concerned, some problems deserving our attention 
have emerged. Some enterprises are so concerned with profit and personal gain that 
they never bothered about the renovation or replacement of their equipment even 
though it is due. They may even do sloppy work with inferior materials, produce 
substandard goods, add impurities, use short weight and short measures as a means 

of cheating, or raise the selling prices at will. This is detrimental to the inter- 
ests of the state and the customers, and is a deviation from the purpose of the sys- 
tem of economic responsibility and from the orientation of the socialist business 
operation. It clearly shows the necessity of strengthened supervision. Since the 
adoption of the system of economic responsibility, the enterprises have acquired 
certain autonomy under flexible policies and have broughi vitality to the economy. 
Along with the increasing flexibility of policies, there should also be stricter 
supervision in order that such flexibility does not lead to chaos. 


To strengthen supervision, we should first set up and perfect a system of rules and 
regulations and the criteria for examination. The first requirement is to work out 











a comprehensive index system for an overall examination of the results of production 
by the enterprises and workers and the conditions of work so as to preclude the un- 
desirable practice of using only one or two indexes as the basis for an overall 
judgment. The society demands the services of the enterprises and workers in terms 
not only of qvantity but also of quality in production. It also demands good pro- 
ducts as well as low prices; and expanded production as well as lower produc‘ion 
cost and reduced operating expenses. Therefore, there should be a comprehensive 
index system before there can be an overall evaluation of the performances of the 
enterprises and workers, which can in turn be used as the basis to decide on the 
ratio of profit retention and the remuneration of workers. The second requirement 
is to set up a system of punishment. If any loss is incurred because of poor qual- 
ity, the producer has to compensate for the loss. Should there be any complaint 
from customers, the producer must apologize and forfeit its bonus. Cheating on the 
quantity or increasing prices at will should also be punished. In short, anything 
harmful to the interests of the customers should have a direct bearing on the econ- 
omic benefits of the producer. 


Second, the masses should be encouraged to exercise their supervision. Through work- 
ers' congresses, the workers should be mobilized to participate in management, to 
exercise their supervision, to uncover and solve problems, and to pursue the politi- 
cal and economic liability of the culprits. It is also possible to let the custom- 
ers exercise their supervision by installing boxes for exposure letters and provid- 
ing customers’ comment books so that they can expose and criticize those whose be- 
havior is against mass interests. 


Third, the industrial and commercial administrative organs should be given full 
play. A supervisory organ should be set up with the industrial and commercial ad- 
ministrative organs as the core, to be supplemented by workers’ representatives 

or the responsible persons of the enterprises. The masses should be encouraged to 
carry out constant checks on the quality of products, the accuracy of the means of 
measurement, and the attitude toward customers. We must be sure that the supervision 
and expression of opinions by the masses can produce the desired result. 


Strengthening ideological education. The purpose of socialist production is to 
better satisfy the constantly increasing material and cultural needs of the whole 
society, while the system of economic responsibility is precisely a means to serve 
the purpose of socialist production. From the standpoint of relationship between 
the state and the enterprise, we can see that in practicing the system of economic 
responsibility, it is necessary to recognize the enterprise as a relatively inde- 
pendent economic unit to be provided with certain decision-making power, so that 
the enterprise, after fulfilling its obligations to the state, can organize the 
production and circulation of goods to the best of its ability and according to 
social needs. The enterprise should also actively serve the purpose of socialist 
production and consciously streamline the relationships among the state, the col- 
lective and the workers. 


Since the adoption of the system of economic responsibility, however, some enter- 
prises and individuals have been so preoccupied with "money" that they could not 
correctly exercise the decision-making power given them by the state. Disregarding 
the planning and arrangement of the state and the needs of the broad masses, they 
produce only goods of high value which can bring greater profits, resulting in the 


lily 





serious reduction of small commodities, accessories and spare parts and a shortage 
of these products compared to the demand. In circulation, some commercial depart- 
ments are dealing in whatever can bring greater profits regardless of the demand of 
the masses. They are not interested in transactions over such small commodities as 
sundry goods, small metal wares, and small indigenous products needed by the masses. 
In distribution, they only try to increase the individual gains and the enterprises’ 
shares of profits regardless of state revenues. All these practices show the urgent 
need for ideological and political work. The view that everything will be fine as 
soon as the system of economic responsibility is enforced, and that the strengthen- 
ing of ideological and political work is unnecessary is impractical. There should 


be an organic combination of economic means, administrative supervision, and 
ideological education. 


The workers should be educated to set right the relationships among the state, the 
collective and the workers. In production, circulation and distribution, first con- 
sideration should be given to state planning and state interests. Provided the in- 
crease of state revenues is assured, the enterprises can retain more profits and 

the individuals can earn more money. The enterprises should be concerned with the 
overall situation, take a long-range view, and consider the viewpoint of the masses. 
They should give more thought to the state and the customers, because the state 

must be wealthy and production must be developed before the interests of the workers 
can be safeguarded. We should encourage greater contributions to the state; com- 
mend the advanced collectives and activists who work hard and are devoted to public 
interests; and criticize those units and individuals whose "public spirit" is con- 
fined to only small sectors of the public and who substitute selfishness for pub- 
lic spirit. All these measures must be taken to promote the socialist cause. 
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JIANGSU HOLDS FINANCE, TRADE WORK MEETING 
OW181056 Nanjing Jiangsu Provincial Service in Mandarin 1100 GMT 17 Nov 81 


[Excerpts] According to a report by our station reporter (Tang Shengpei), the Pro- 
vincial People's Government held a financial and trade work meeting in Nanjing from 
12 to 16 November. Attending the meeting were responsible comrades in charge of 
financial and trade work in the various prefectures and municipalities and responsi- 
ble persons of the departments concerned. Presiding over the meeting was Liu Hegeng, 
member of the standing committee of the Provincial Party Committee and vice governor. 
Speaking at the meeting was Zhou Yifeng, member of the standing committee of the Pro- 
vincial Party Committee and vice governor. 


The meeting focused its discussions on doing a good job in vegetable production and 
marketing work and solv\ng well urban people's vegetable problems. The meeting put 
forward some practical and effective measures. 


The vegetable problem is a major event in the lives of the urban people, involving 
thousands of households. The Provincial Party Committee and the Provincial Govern- 
ment have attached great importance to this matter, and the various prefectures and 
municipalities have done a great deal of work in this regard. However, the vegetable 
problem has not as yet been solved well. 


The meeting called for a conscientious job in grasping the vegetable production and 
supply work for this winter and next spring, especially the supply work on the two 
major festive occasions, namely, New Year's Day and the Spring Festivai. 


The meeting also studied financial problems and called on all localities to practi- 
cally strengthen their leadership over financial work and actively support the work 
of the financial and tax departments. The meeting urged all leading comrades to go 
deep into the grassroots levels in person to carry out investigations, study, in- 
spection and supervision and do a good job in ideological and educational work. 


The meeting called for vigorous efforts to settle overdue taxes and profits, collect 
and deposit all of this year's taxes and profits that should be turned over to the 


state before the end of the year and hit the targets for struggle handed down by the 
Provincial Government. 
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LIANG XIANG ON GUANGDONG SPECIAL ECONOMIC ZONE 
HK161432 Hong Kong TA KUNG PAO in Chinese 13 Nov 81 pp 1, 2 


[Text] Guangzhou, 12 Nov--In his report “On the Work of the Special Economic Zones 
and the Drafting of Several Provisional Regulations” given at the 13th session of 
the Standing Committee of the provincial people's congress convened in Guangzhou 
this afternoon, Liang Xiang, provincial vice governor, mayor of Shenzhen and first 
secretary of the Shenzhen Municipal CCP Committee, said: "At present, a prominent 
trend in our import work is that some foreign firms have been getting more and more 
interested in investing in reclaiming land. For example, Howell Holdings of Hong 
Kong is ready to make an investment of HK$2 billion in a joint operation with us to 
jointly reclaim 30 square kilometers of land in Fujian and turning it into a new 
industrial city with commercial and business centers, residential quarters, cultural, 
educational, public health and municipal administration facilities, and a railway, 
highway and sea transportation network. According to the initial plan for building 
the new urban areas, the projects in the first sta,» inlcude the building of an 
electric train station in the central district, the Huanggang-Lemazhou highway and 
bridges, a gasworks, a transformer substation, a waterworks, a shallow-water pier and 
an office building for the special zone's government. The contract for this joint 
reclamation will be signed very soon. The Ta Pao [1129 1405] Company of Hong Kong 
is also planning to make an investment of HKS$1.3 billion in jointly reclaiming 6 
square kilometers of land in Chegongmiao and making it an industrial area. Details 
of this agreement are now under discussion. For another example, the Lien Cheng 
[5114 1004] Enterprises Corporation of Hong Kong has signed a contract with us for 
jointly developing 6 square kilometers of land near the Houhai Gulf, including the 
construction of several universities and the opening up of 260,000 square meters of 
land in Wenjindu to turn it into a light and electronics industrial base. 


The investment in these two projects is planned to be HK$2.4 biliion. 
Fleeing From Our Country Has Basically Ceased 


Liang Xiang said: “Over the past 2 years, since the establishment of the special 
economic zones, the industrial and agricultural production in Shenzhen has been 
greatly developed and the people's income has increased. This has resulted in 
reassuring the public and stabilizing the border situation. In 1980, the total 
industrial and agricultural output values respectively increased by 75 and 116 per- 
cent over the previous year. The local revenue and the municipal's income from 
foreign exchange have respectively increased by 54 and 32 percent over the previous 
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year. The collective distribut fon to rural communes and brigades was 440 yuan per 
capita, which was an increase of 39.2 percent over the previous year. Now the 
phenomenon of fleeing from our country has basically ceased. Moreover, we are glad 
to see that some people who had fled, have returned. Practice has shown that the 
decision of the central authorities to establish special economic zones as an exper- 
iment, is entirely correct. To do a good job in this respect will not only end the 
importation of advanced technology and equipment by using foreign funds, the study 
of applicable management experience and the accumulation of more foreign exchange 
for the four modernizations, but will also have far-reaching influence on the 
stabilization of Hong Kong and Macao and the return of Taiwan to the embrace of the 
motherland. This is more important. Now every step of advance in the development 
of Shenzhen special economic zone will evoke strong responses in the industrial and 
commercial circles in Hong Kong, Macao and Taiwan and will be noticed by the world 
media. This has proved, in another way, the importance and necessity of building our 
economic zones." 


Liang Xiang also pointed out that the construction of the special economic zones 
“has been undertaken with insufficient ideological and organizational preparations 
and insufficient legal and financial preparations." Therefore, there are many dif- 
ficulties that we are required to overcome through great efforts. 


Liang Xiang said: “Our tentative plan is that through our efforts in the next 2 
years, 1982 and 1983, a sound basis will be built for the development of the special 


zones." 


He also said: "We have submitted to this session Of the Standing Committee of the 
provincial people's congress, five regulations for discussion and approval. They 
are: provisional regulations on labor and wages management in Guangdong's special 
economic zones (draft), ‘provisional regulations on management of personnel who enter 
or leave Guangdong's special economic zones (draft),' ‘provisional regulations on 
enterprise registration in Guangdong's special economic zones (draft),' ‘provisional 
regulations on land in Shenzhen's special economic zones (draft),' and ‘provisional 
regulations on administration in Shenzhen's special economic zones (draft).‘" 


The 13th session of the Standing Committee of Guangdong's Provincial People's Con- 
gress has been held in Guangzhou since 12 November. 


The session is being presided over by Li Jianzhen, chairman of the Standing Committee. 
Vice Chairmen Zhong Ming, Qu Mengjue, Luo Ming, Yi Meihou and Luo Xiongcai, members 
of the Standing Committee from Hong Kong and Macao Sun Chengzeng, Ma Tingdong and 


others are present. 


Topics for discuse'o» at this session area: 1. To listen to a report of the pro- 
vincial governme the special economic zones and to discuss and approve the pro- 
vincial governm .ive regulations for the special economic zones; 2. To listen 


to a report of the provincial government on urban sanitation vork and to discuss 
and approve the provincial government's "Provisional Sanitation Regulations for 
Guangdong's Urban Areas"; 3. To decide the date for the convention of the fourth 
session of the fifth provincial people's congress; and 4. To approve some appoint- 
ments and dismissals. 
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REGULATIONS FOR SPECIAL ECONOMIC ZONES APPROVED 
HK181007 Hong Kong WEN WEI PO in Chinese 18 Nov 81 p 1 


[Dispatch: "Guangdong People’s Congress Standing Committee Approves Five Regula- 
tions for the Special Economic Zones in the Province”™] 


[Text] Guangzhou, 17 Nov--The 13th session of the Standing Comsittee of Guangdong 
Provincial People's Congress approved today five regulations for the special econ- 
omic zones. The five regulations will be reported to the NPC Standing Committee 
for rectification and promulgation. The session also examined and approved the 
“regulations regarding the management of sanitation” and “decisions on extending the 
time limit for handling cases,” elected delegates to the Fifth NPC in a by-election, 
as well as approved appointments and removals. 


The five special regulations for the special economic zones examined and approved 
by the session were “temporary provisions on managemert of enterprises, labor and 
wages in the special economic zones of Guangdong Province,” “temporary provisions 
on management of personnel entering and leaving the special economic zones of Guang- 
dong Province," “temporary provisions on management of enterprise registration in 
the special economic zones of Guangdong Province,” “temporary provisions on manage- 
ment of land in Shenzhen special economic zone” and “temporary provisions on admin- 
istrative management in Shenzhen special economic zone." The first three regula- 
tions will be applicable in the various special zones of the province, that is, 
Shenzhen, Zhuhai and Shantou; the last two regulations will be applicable in 
Shenzhen alone, while the two special zones of Zhuhai and Shenzhen will draw up 
their own relevant regulations in the light of the principles of the two temporary 
provisions, which will be put into effect after approval from the provincial peo- 
ple’s government. These special regulations were drawn up by the provincial special 
zones management committee after the promulgation of “Regulations on Special Economic 
Zones in Guangdong Province.” The drafts of these regulations were examined and 
revised at the working conference on Guangdong and Fujian provinces and special 
economic zones. Recently, the Standing Committee of the provincial people's congress 
sent an inspection team to Shenzhen special economic zone to conduct on-the-spot 
investigation and study and revise the special regulations; prior to the session 
held for the examination and approval of these regulations, the legal commission of 
the Standing Committee of the provincial people's congress held a special meeting 
to further revise the five regulations. 
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The reporter learned from the parties concerned that, besides the five special 
regulations examined and approved by the Standing Committee of the provincial peo- 
ple's congress, the drafts of other special regulations drawn up will be reported 
for approval to the departments concerned separately according to their natures and 
the demands of legislative procedure. 


During the session, Deputy Governor Liang Xiang gave an account of the condition of 
Guangdong Province's special economic zones to the Standing Committee of the pro- 
vincial people's congress, and gave some explanations on the five regulations. All 
Standing Committee members attending the session held serious discussions on the 
five regulations. 


The session which was presided over by Li Jianzhen, chairman of the Standing Com- 
mittee, was held in Guangzhou from 12 to 17 November. 


CSO: 4006/137 


HONG KONG COMPANY, SHENZHEN TO DEVELOP NEW TOWN 
HK250116 Hong Kong STANDARD in English 25 Nov 81 p l 


[Text] A new town five times the size of Kowloon will be built in Shenzhen under 
a contract signed by Hopewell China Development and the Development Corporation of 
the Shenzhen Special Economic Zone (DCSSEZ) yesterday. 


The agreement calls for an initial investment of HK$2 billion over 30 years, with 
the financial resources and technological know-how provided by Hopewell and land 
provided by Shenzhen. 


Hopewell's executive director David Wong said that as the project progressed, total 
investment could reach as high as HK$10 billion during the 30-year period. 


"This goes to show, as far as we are concerned, that the year 1997 is not a problem," 
he added. 


A total area of 30 square kilometres will be developed in two stages into the 
"central district" of Shenzhen. 


During the first phase of development, infrastructures such as electricity supply, 
communications facilities and highways will be constructed. 


And in the second stage, industrial enterprises built in the area will be ser- 
viced by a network of commercial, residential, cultural and educational facilities. 


Mr Wong said Hopewell will be inviting contractors to participate in the project. 
Other investors could also join by purchasing land from the Shenzhen Special Eco- 
nomic Zone new town development, a joint-venture company set up under the contract. 


Mr Wong said profits from the undertaking will be divided three ways: DCSSEZ taking 
50 percent, Hopewell 30 percent and the remaining 20 percent to the reinvested. 


Detailed plans of the new town are still under consideration and would be ready in 
3 months, Mr Wong added. 
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BETTER STEEL BOOSTS PROFITS DESPITE OUTPUT DROP 
HK190150 Hong Kong TA KUNG PAO in English 19-25 Nov 81 p 3 
[By TA KUNG PAO's Beijing correspondent ] 


[Text] Output of China's iron and steelworks will generally decrease this year over 
last vear as a result of economic readjustment, yet income of many steelworks will 
likely increase, industry sources in China say. 


The Capital Iron and Steelworks Co. is a case in point: Its steel output has re- 
portedly dropped 5.85 percent in the first three quarters of this year over same 
period last year with iron output down 9.94 percent. Profit for this period, however, 
increased by 3.94 percent despite a decrease of 4.03 percent in total output value. 


Sources attribute this to reorientation of China's steel industry which has over the 
past 3 years steered away from ‘output for output's sake’ toward serving light in- 
dustrial needs and producing quality steel exports. Better management and strict 
energy conservation also contributed to lower production costs. 


Statistics show that 77 percent of the 1978 profit growth of metallurgical industry 
under Shanghai was gained through output increase and the remaining 23 percent from 
decrease in production costs. Last year, only 47 percent of the profit growth was 
zained through output increase and a hefty 53 percent was gained through lower pro- 
duction costs. 


'o achieve stricter control of energy consumption in China's iron and steel industry, 
small uneconomical mills have been shut down and fuel-saving technology introduced to 
the bieger operations. In 1978, China's blast furnaces consumed a total of 73.80 
million tons of standard coal equivalent or 13.04 percent of that year's national 
energy consumption. Last year, steel output increased by 5.34 million tons over 1978, 
but total energy consumption by the industry dropped to 70.90 million tons of stan- 
dard coal equivalent. This took up only 11.43 percent of 1980's overall energy con- 
sumption. 


China's steel industry had, until readjustment, geared itseif to needs of heavy in- 
dustry at the expense of light industrial growth. Consequently much needed steel for 
consumer goods such as strip steel for bicycles and sheet steel for durable goods 
were in serious short supply and had to be imported. 
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Recent changes in the commodity structure of steel products has begun to ease the 
shortage. Figures show that production of much-needed rolled steel, steel wires, 
sheet steel and welded steel pipes totaled 15.51 million tons (57 percent share of the 
year's total steel output) last year as compared to only 9.74 million tons (44 percent 
share of the year's total steel output) in 1978. 


Industry sources report that the quality of Chinese ship plate, used in building 
ocean-going vessels for export, has improved. A third of the output, the bulk of 
which is made in Shanghai and Wuhan, reportedly is approved by the Lloyd's Register 
of Shipping. 


In high-speed tool steel, China is also forfeiting quantity for quality. This year's 
output at 16,000 tons takes a substantial drop from 1978's 27,000 tons. In 1978, 
however, China had to import an additional 10,000 tons of tool steel because of the 
poor quality of her own output whereas this year's high-grade output will spare China 
of import needs. Half of this year's tool steel output could, moreover, be used for 
the manufacturing of cutting and drilling tools for export. 


CSO: 4020/32 





BRIEFS 


CURRENCY BONDS ISSUANCE IN JAPAN--The China International Trust and Investment Cor- 
poration held its third board meeting in Beijing yesterday. It has been only 2 
years since the corporation was established in October the year before last, but 
its business has developed very quickly. Not only this, but the corporation has 
also announced its intention to set up more offices abroad and to issue a 10 bil- 
lion yen private bond issue in Japan at the end of this year or the early part of 
next year. This can be described as a bold and correct measure which merits atten- 
tion. In the 2 years since the establishment of the corporation, the cooperation 
between China and foreign countries, the setting up of offices abroad and the forth- 
coming issuance of foreign currency bonds for the first time, have demonstrated 
China's steady progress in its open-door policy following the smashing of the "gang 
of four." ["“Political Talk" column by Shih Chun-yu [4254 0689 3768]] [Excerpt] 
[HK250558 Hong Kong TA KUNG PAO in Chinese 23 Nov 81 p 2] 


CSO: 4020/34 


54 





"CHINA POST' URGES DEVELOPING TAIWAN-ASEAN TRADE 
OW120909 Taipei CHINA POST in English 9 Nov 81 p 4 
[Editorial: "ASEAN and Taiwan"] 


[Text] During the past decade, Association of Southeast Asian Nations (ASEAN), com- 
posed of Indonesia, Malaysia, the Philippines, Singapore and Thailand, has made 
significant if halting progress. In the years ahead the five member states are 
bound to attain many of their goals. 


Chief of these is the creation of a free trade area among themselves. A customs 
union could come after this. This--in the view of some overly optimistic observers 
--why not a common market in the pattern of Europe's EEC? 


These goals may eventually be attained. Meanwhile, what of ASEAN's relations with 
countries in their neighborhood? 


Taiwan comes to mind. This country is at the doorstep of the ASEAN region, just 
an hour's flight from the Philippines. Whatever affects ASEAN would inevitably 
affect Taiwan. 


ASEAN as of now is looking toward broadening its membership. Burma, Sarawak and Sri 
Lanka are said eager to join and are being considered. Others may follow. 


Taiwan may not be a member nor would it seek admission into ASEAN. However, the 
regional bloc does not operate only among its members, but has been formed precisely 
to trade as a unit with other countries outside the bloc. 


Taiwan, being in the periphery of the bloc, could and should be an active trading 
partner of ASEAN. To be sure, this country produces roughky similar commodities as 
the ASEAN countries have to offer. But there are goods that Taiwan can produce 

and export that command a good market among the bloc countries, and vice versa. 
This could make trading between Taiwan and the ASEAN members a profitable and de- 
sirable proposition. 


Something should be done to exploit this situation. No matter how long it takes, 
any step in this direction should benefit this country and ASEAN as well. 


CSO: 4020/35 END 
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